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every home needs moisturizing 


during the heating season! 





START FEATURING THE NEW 
“water-fall action” 


FRESH ND-AIRE 
NOW! 


MOISTURIZES AIR 


Guards against tinder-dry overheated 
indoor air that increases susceptibility to 
colds, coughs. Protects woodwork and 
household furnishings ... Saves fuel. 


FILTERS AIR 


Does thorough job of removing smoke, 
dust, dirt and pollen. An all-year ‘round 
home necessity for good health. 


DEODORIZES AIR 


Filter and water-fall action traps odors 
and impurities —assures freshened, crys- 
tal clear air any time of year. 


Write For Complete Information 


FRESHND-AIRE | FRESHND-AIRE 


COMPANY ROOM CONDITIONER AND HUMIDIFIER 


Makers of famous FRESH’ND-AIRE “Water-fall action” washes air and 


ELECTRIC AIR CIRCULATORS circulates 13,000 cu. ft. of fresh- 

A Division of CORY CORPORATION ened air per — . og - at 
connections. volts, cycies. 
221 North LaSalle Street, Chicago 1, Illinois Approved by Underwriters’ Lab- 


oratories. Water capacity: 3 gals. 
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BARBER BURNERS 


Mean Top Efficiency On 
Any Gas Appliance 


For hundreds of gas appliance makers, Barber furnishes 

countless types of burner units. It also contributes full 

engineering and laboratory testing facilities for the 

design and development of such burners. Barber will 

originate and build the proper unit—in shape, size, type 

of jets, fuel capacity, and any special features—to suit 
your specific appliance. Merely burning gas is a different story from 
ompetent combustion engineering, in cost and results. For all appli- 
ances operated on natural, manufactured, or LP Gas, you can be sure 
that Barber will provide the finest performing burners. 





for conversion uses, Barber automatic burners come in shapes and 
sizes to suit the heating needs of all types of furnaces and boilers. 
heir patented impinged aaa employ a vastly superior combustion 


tween the common con- 
ventional mixer - type 
burner and the Barber 
vacuum pre-mixture de- 
sign. Equip your conver- 


e Listed in A.G.A. Directory of Ap- 
proved Appliances. Ask for new Cata- 
log and prices on conversion burners, 


appliance burners, and pressure rega- 
isles. No. 47-108 B 


Barber Burner 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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NORWALK Products are Stocked 
at ll Factory Branches 





e San Francisco ®@ Pittsburgh 


e Los Angeles © Washington 


© Minneapolis 
®@ Philadelphia 
e Chicage 
Detroit 


Cleveland 


@ New York 


© Boston 


Service Shops in Other Cities * Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out. interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 


- 


NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 
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HE recent sixtieth annua] conven- 

tion of the National Association of 
Railroad and Utilities Commissioners, 
held in Savannah, Georgia, brought 
forth some serious economic discussions 
on the subject of utility rate regulation. 
Following our usual -custom, we are 
presenting in a special department, 
“What the State Commissioners Are 
Thinking About” (beginning page 
879), salient quotes from the various 
committee reports and featured ad- 
dresses, as well as adopted resolutions. 


ALTHOUGH none of the state commis- 
sioners went so far as to suggest that 
the original cost basis for either rate 
making or depreciation should be 
thrown overboard, one senses, in read- 
ing these thoughtful documents, that the 
specter of inflation appeared like Ban- 
quo’s ghost at every serious considera- 
tion of present-day problems of rate 
determination. 


A RECENT commentator, in reducing 
the original cost procedure to absurdity 
for purposes of comparative observa- 
tion, pointed out that if the Shanghai 
Telephone Company were required to 


© Harris & Ewing 
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fix rates on the original cost (in Chinese 
dollars) of its properties under present 

“inflationary conditions, the rate base 
would not amount to as many present- 
day Chinese dollars as the price of a 
single transatlantic toll call. 


Or course, the American dollar has 
not slipped so wildly as the btishel- 
basket currency of the Kuomintang. 
But it has slipped, as any housewife or 
house buyer can readily testify. The 
problems posed by this steady deteriora- 
tion in the purchasing power of our cur- 
recy have given food for thought in 
fields other than public utility regula- 
tion. Even the humblest citizen may get “ 
a back lash from this economic develop- 
ment some years hence, if not sooner. 


OR example, President Truman says 

he is going to increase social security. 
By this, he means that a larger amount 
will be withheld from the employee’s pay 
check, and that the employer will be 
asked to match the amount. But Mark 
Sullivan, New York Herald Tribune 
commentator, points out that, with the 
value of money dropping the way it is, 
an increase in social security is really 
only a false appearance of an increase— 
not a real increase. Sullivan argues that 
50 cents withheld from a pay check ten 
years ago would have bought a decent 
meal at a modest hostelry, but that when 
the worker is sixty-five years old and 
gets his 50 cents back in the form of a 
pension payment, he might be lucky if 
it would buy a fair-sized bag of peanuts. 


Tuus, retired workers in general, as 
well as the public utility investor in par- 
ticular, stand to take a beating if their 
respective earnings in the future are to 
be keyed strictly to the number of orig- 
inal cost dollars’ invested. The same 
principle which shrinks the real value of 
the utility’s rate base could also make 
the employee’s pension check of tomor- 
row seem like a mockery, if prices con- 
tinue to rise, 
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TANT SUPPORT OF idee 


AT AVON ... MARTINEZ .. . OLEUM 


GRINNELL CONSTANT SUPPORT HANGERS 
— the ONLY Constant-Support Hangers 


FEATURES: 


Constant Support of 
Piping in all “Hot” 
and “Cold” positions. 
Full safety factor of the 
supported ee is al- 
ways maintain 
Non-resonant, enetgy 
absorbing. 
Mass-produced from 
standard precision 
parts. 

Individually calibrated 
for each specific in- 
stallation. 
Load-adjustment fea- 
tures incorporated in- 
fo the design, 


MODEL H 11 


Three models meet en- e 


tire range of load- 
travel specifications, 


Minimum headroom : 


required. 

Write for data book 
containing complete 
details. 


es aieies: to rates Grinnell 
Constant-Support Hangers “float” 
| the piping at three Pacific Gas and 
Electric Power Plants. These hang 
ers carry all the load all the time 
to satisfy the conditions of expan- 
sion, contraction and vibration. 
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PAGES WITH THE EDITORS (Continued) 


Our impish contemporary, The New 
Yorker, contrived to inject more than a 
modicum of sound and penetrating rea- 
soning along with its antic touch, when 
it recently toyed editorially with Mark 
Sullivan’s thesis—that the way to in- 
crease social security is to see that the 
dollar does not shrink any more. Said 
The New Yorker: 


. . . The argument is sound enough. Per- 
haps the way to manage social security is to 
forget about dollars and. withhold meat in- 
stead. Every employer could be required to 
maintain a deep-freeze unit and withhold 
one square meal each week for each em- 
ployee. Then when an employee reaches 
sixty-five and starts digging around like a 
squirrel on a winter morning, he will dig 
up some frozen meat instead of a shriveled 
dollar. Of course, withholding meat for se- 
curity reasons would cause food prices to 
skyrocket, and this, too, might be a social 
advantage, since many of us could normally 
be counted on to die of malnutrition before 
we ever reached sixty-five. 


HAT has been, suggested above 

about the public utility investor, 
during an inflationary era, doubtless is 
just as true with respect to the investor 
of government bonds. Within a few 
years the maturity date on the early is- 
sues of popular-priced government war 
bonds will arrive. Those who invested 
1941 dollars at a time when a thousand 
of them would buy a good, new automo- 
bile, and when 10,000 of them would 
have bought a very nice 6-room house, 
are going to do some serious reflection 
if prices continue to rise and they are 
given in return for their bond the agreed 
4-to-3 return over the 10-year period. 


THIs is not to suggest at all that there 
is any question as to the soundness of 
war bonds per se. On the contrary, as 
government bonds go, so goes every 
other kind of bond. The only point made 
here is that the strict application of the 
original cost doctrine, in determining a 
return on investment over a period of 
severe inflation, is likely to hit everybody 
in some degree — not just the public 
utilities. 

‘2. * 


O= of the least publicized activities 
of the controversial 80th Congress 
was the adoption of a resolution by the 
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House of Representatives to investigate 
the Federal Communications Commis- 
sion. A select committee was set up and 
the investigation was conducted. Now 
the chairman of that committee, himself 
a retiring member of the 80th Congress 
(as a result of the recent election) comes 
forth with somé reasons why the in- 
vestigation should go on, from the stand- 
point of public interest. 


REPRESENTATIVE Forest A. Har- 
NEsS, author of this article, was born in 
Kokomo, Indiana, in 1895 and gradu- 
ated from the Georgetown University 
Law School in 1917 with a degree of 
LLB. He practiced law in Kokomo and 
was elected prosecuting attorney for 
Howard county, Indiana, in 1920 and 
again in 1922. He was appointed special 
assistant to the U. S. Attorney General 
in 1931, and may be recalled as the 
United States legal representative in the 
extradition of Samuel Insull from 
Greece in 1933. He served in World 
War I as a First Lieutenant in the U. S. 
Infantry, and was awarded the Purple 
Heart for his service with the AEF. He 
was first elected to the 67th Congress in 
1938 and reélected until 1949, 


a ak 


NOTHER new contributor to these 
pages is WARREN Henry, chief 
engineer of the Illinois Commerce Com- 
mission, whose article on mobile tele- 
phones begins on page 844. Mr. HENRY 
has been associated with the [Illinois 
commission staff since 1918. He has 
been chief engineer since 1946. He also 
is a member of the Illinois bar. 


* * * * 


Suc this is the last issue of the Fort- 

NIGHTLY for the calendar year 1948, 
we would like to take this occasion to 
wish all of our readers and friends a 
most joyful Christmas and a happy and 
prosperous New Year. 


THE next number of this magazine 
will be out January 6th. 


_—— 
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‘ il Are Your Meter Reading Practices 
| UP-TO-DATE? 





He 
in New FREE booklet gives you latest slants on 
@ Importance of form design 
@ “Single-die” sheet punching for aceuracy 
Se @ Binding at bottom vs. binding at top for functional use 
ef @ Alternate covers for meter readers and inside office use 
m- @ Shipping sheet body only (locked and labeled) 
le- @ Label-holder as integral part of binder 
RY @ Redesigned, improved types of meter binders 
Dis @ Housing equipment for “Unit plan of accounting” 
as @ “Counter-Desk” for small offices 
iso 
Remington Rand, specialists in the field of public 
utility records, now offer Modern Meter Reading 
T- Practice, an authoritative booklet jam-packed 
18 with ideas of vital interest to alert, economy-minded 
is executives: sample forms, descriptions of new sys- 
ae Systems Division tems and procedures, illustrations of scientifically 
af Remington Rand - 315 Fourth Avenue, New York 10 designed equipment. Practically every page carries 
Please send me a free copy of booklet one or more suggestions for saving money through 
eeepc din stepped-up efficiency in meter reading and customer 
ne accounting departments. Send for your free copy 
without delay! 
y @ 


“Acronw Copyright 1948 by Remington Rand Ine, 
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THE WASHINGTON OUTLOOK FOR PUBLIC 
UTILITIES—1949 


It is an obvious fact—bordering almost on understatement— 
that the forthcoming work of the 8Ist Congress will have an 
important bearing on the prospects of the public utility indus- 
tries and business generally. Public ownership, taxes, new regu- 
lations and controls are among the many items of legislation 
which will command the attention of the utilities as the con- 
gressional session proceeds on its course and the "truly Truman’’ 
administration takes over, in the year 1949, the top govern- 
ment control of the American economy. Francis X. Welch, man- 
aging editor of this publication, will tell us about the discernible 
trends and legislative probabilities in his annual New Year's 
article on the Washington outlook for public utilities. 


WHAT'S AHEAD FOR GAS EXPANSION FINANCING 


We are fortunate in presenting for the first time in published 
periodical text, the views of the distinguished: chairman of the 
Securities and Exchange Commission, Edmond M. Hanrahan, 
on what's ahead for the natural gas industry's plans for financing 
its huge program of expansion. Those who heard Chairman 
Hanrahan's featured address at the 1948 convention of the 
American Gas Association will know that a thought-provoking 
article is in store for the readers of this official's contribution 
to our issue. 


FUTURE PROSPECTS IN THE ELECTRIC AND 
TELEPHONE FIELD 


As befits the first issue of the New Year, this is another '‘out- 
look article,"' covering electric and telephone financial prospects 
in the light of expansion programs. Its author is also distinguished 
by a rich background of experience. He is P. P. Stathas, senior 
partner of the firm of Duff & Phelps, noted Chicago specialists 
in utility statistics. 


PUBLIC UTILITY ODDITIES 


Along the lighter side, there are many news items about 
things which happen in the course of a day's work in the public 
utility business which bring a laugh to those who hear about them, 
if not to those who experience them. Harold Helfer has made 
an amusing collection of such items. 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest fo public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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CEaoukelle Cake 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





Epitor1AL STATEMENT 
Chicago Journal of Commerce. 


Dwicut D. EISENHOWER 
President, Columbia University. 


Larry C, Hart 
Vice president, Johns-Manville 
Corporation. 


Henry HAZLitt 
Columnist. 


Wiutrorp I. Kinc 
Professor of economics, New York 
University. 


Enpers M. VoorHEES 
Chairman, finance committee, 
United States Steel Corporation. 


Rap E, FLANDERS 
U. S. Senator from Vermont. 


A. O. BucKINGHAM 
Vice president, Cluett, Peabody 
& Company, Inc. 


R. E, GrttMor 
Vice chairman, National Security- 
Resources Board. 
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“You can’t hate a law to death. If the law seems unwise, 
only Congress can amend it.” 


> 


“Never let anything that we say. about America be 
capable of being stood up as a falsehood, ‘evasion, or dis- 
tortion, because the truth is sufficient.” 


* 
“A democracy such as ours can exist only if public 
opinion continues to support it, and public opinion de- 
pends upon mass national information.” 


* 


“. . Communism is merely the name for what happens 
when Socialism becomes complete, or nearly so. Liberty 
shrinks in direct proportion as Socialism advances.” 


* 


“Income tax rates of higher than 25 per cent reduce 
taxable incomes in later years to such an extent that the 
higher rates bring in no additional revenue whatever.” 


* 


“Everybody forgets that everybody is in some measure 
simultaneously customer, capitalist, and worker ; and that 
in beating each other over the head they are in reality 
beating themselves down.” 


* 


“Many of us are coming to believe that the exercise of 
mutual statesmanship by employer, employee, and con- 
sumer must be a large element in the control of inflation. 
It is the individual responsibility of all of us.” 


> 


“If we are to manage our economy so as to avoid an- 
other serious depression, it must be with the intelligent 
understanding of a public that knows more about our 
system and what each can do to help keep it strong.” 


. 


“The process of refining the plans for war mobilization 
will continue for an indefinite period, We have no doubt 
that even now the great productivity of our country could 
be converted into the most powerful war machine the 
world has ever known.” 
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| EBASCO utilizes these new methods 








REMARKABLE REMARKS—( Continued) 


J. F. Lrncoitn 
President, Lincoln Electric 
Company. 


James E, Pew 
Manager, Sun Oil Company. 


James D. Mooney 
President, Willys-Overland 
Motors, Inc. 


Omar N. BrabLey 
Chief of Staff, United States 
Army. 


Earu O. SHREVE 
President, Chamber of Commerce 
of the United States. 


L. M. SmirH 
Vice president, Alabama , 
Power Company. 


LoweELt B. Mason 
Member, Federal Trade 


Commission. 


Frep Mayrtac II 
President, Maytag Company. 


James B, Conant 
President, Harvard University. 


“We must undertake, as individuals, the responsibility 
of restoring vitality to our industrial life. Incentive man- 
agement must be adopted in some form by all business and 
industry.” 


> 


“In order to justify its existence as a regulatory body, 
the Federal Power Commission must regulate. It must 
build up a record in the public eye that its regulations are 
in the public interest.” 


* 


“From the standpoint of management, it is practically 
impossible to operate an industrial property when you 
have a preferred creditor who takes 38 per cent right out 
of the cash drawer continually.” 


> 


“There is happily a vast difference between the possi- 
bility and probability of war. Between the two lies a twi- 
light of tension, a twilight that might last a generation 
and in the end mean peace or war.” 


> 


“Business enterprise is America. The welfare of all 
the American people depends upon business, and more 
and more people are beginning to understand the com- 
mon welfare that comes from business.” 


¥ 


“Good press relations are a powerful and constructive 
force in promoting a better understanding of business 
operations . . . It is a matter of honesty, intelligence, con- 
sistency, and, above all, good common sense.” 


¥ 


“The implications of the cases as approved by the cir- 
cuit or supreme courts are such as to make the Federal 
Trade Commission the most powerful concentration of 
bureaucratic power over business in the world.” 


> 


“The time we spend fighting with labor is wasted time 
in the sense that no useful end product results. It takes 
a lot out of us and it must also take a lot out of them. 
How wonderful it would be if we could just direct all 
those energies and all that time into useful and productive 
channels.” 


¥ 


“An understanding of American democratic society 
and its historic goals, and a dissection of Soviet philos- 


ophy, and an exposure of its methods . . . [that is] the 
number one educational need of the moment. We study 
cancer in order to learn how to defeat it. We must study 
the Soviet philosophy in our universities for the same 
reason,” ' 
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Send for illustrated, free booklet—"“The One-Step Method of Bill Anclysis.“ 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


This service, which 
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You can save 50% 
on reports like this one... 


The report was prepared 
on specially designed equip- 


This typical analysis sheet 


gives a utility a quick, ac- 
curate picture of customer 


usage situation. 
is available to you, com- 
pletes work such as th 
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ment. 





..» when the work is done 
on this bill frequency analyzer! 


half the usual time—and at 


50% of the usual cost! 
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DAN RIVER 
STATION 


DUKE POWER COMPANY 


The C-E Unit, illustrated here, is one of two such units in process of 
fabrication for the Dan River Station of the Duke Power Company at 
Charlotte, North Carolina. 

Each unit is designed to produce at maximum continuous capacity 
670,000 Ib of steam per hr at 1295 psi and 950 F. 

The units are of the 3-drum type with 3-stage superheaters and 
have finned tube economizers in the rear pass. Regenerative type air 
heaters follow the economizer surface. 

The furnaces are fully water cooled, using closely spaced plain 
tubes on all walls and finned tube surface in the roof section. They 
are of the basket-bottom type discharging to sluicing hoppers. 

Pulverized coal firing is employed using C-E Raymond Bow] Mills 
ad Vertically-Adjustable, Tangential Burners. 

Dan River is one of the many new, post-war power stations using 
CE Steam Generating Units. B-264A 


COMBUSTION ENGINEERING 


200 MADISON AVENUE e NEW YORK 16, N.Y 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FUR- 
NACES, PULVERIZED FUEL SYSTEMS AND STOKERS; 
ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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The Seal that lives...and lets live 


Christmas Seals live throughout the year . . . make 
possible 365 days of tuberculosis education, X-ray 
examination, patient rehabilitation and medical 
research, 


The result? Since 1907 it is estimated that they 
have helped save an average of ninety thousand lives 
@ year. 


As always, the 1949 program of the tuberculosis 
associations will be financed by your purchase of 
Christmas Seals. So please, take just a moment — 
send in your contribution today. 


Buy Christmas Seals 


Because of the importance of 


the above message. thisspsce PUBLIC UTILITIES FORTNIGHTLY 


has been contributed by 
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What we really make is Time 








It is faster to 


ANG A WALL 


than to 


Pie iT up 


LiTTLE blocks, say 2°x4"x8",don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson’s real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 


crews on the job to place them. 


We make time, now, when time is the essence. 








Ya 


ze INNAZ I 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, 


* 


PITTSBURGH, PA. 
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A Banking Service 
Exclusively For 


Pupuic UTmiries 


ww YOUR ORGANIZATION welcome cooperation 
on a particular financial problem? Assistance 
in formulating new fiscal programs? More and 
more public utility companies are using the Irving 
Trust Company for these and other purposes. 


Here you will find a department devoted solely 
to public utility matters. It is staffed with men 
of broad practical experience in the industry and 
supervised by a Vice-President with a background of 
more than 30 years in public utility management, 
TOM P. WALKER. 


Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency fa- 
cilities of a large commercial bank. 


mVING GRuUsT 


ONE WALL STREET ¢ NEW YORK I5, N. Y. 


Capital Funds over $115,000,000 
Total Resources over $1,100,000,000 
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CLEVELANDS....- 


WISE ¢ DIVIDEND-PAYING INVESTMENTS 





if you want a machine that will 
dig a lot of trench in quick time 
at low operating cos!—that is 
extremely easy to handle—that 
will require a minimum of 
maintenance—that is compact 
and mobile—a machine that is 
husky enough to take the hard- 
est punishment and to deliver 
long, continuous performance on 
all types of trenching jobs — then 
you want a CLEVELAND with a 


proven record of maximum per- 
formance on hundreds of jobs. 
2 WN cLEvEt ae 
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The Heart of Exide Central Station 


Batteries is the positive plate... 


The Exide Battery with the manchester positive plate 
is different from all others. This plate, with its unique 
lead button construction, has always been the heart 
of Exide Central Station Batteries. The buttons— 
rolled strips of corrugated soft lead—are forced into 
holes of a special lead-antimony grid. Forming action 
expands the buttons and locks them securely in place. 
The result—tremendous reserve power, exceptionally 
long life, trouble-free performance. 


Exide Batteries have earned the confidence of engineers 
everywhere. Their widespread use for control bus 
operation and other storage battery tasks is proof of 
their dependability, long life and ease of maintenance. 


B AT T E b | ES Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 


1888... Dependable Batteries for 60 Years ...1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Public Utilities Fortnightly Extends te 
Its Many Patrons and Readers 
Cordial Good Wishes for 
Christmas and the 
New Year. 
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{ Institute of Radio Engineers and American Institute of mea Engineers &) 
will hold joint conference, Washington, D. C., Jan. 10-12, 





b | et gg ioe of Civil Engineers will hold annual meeting, New York, N. Y., Jan. 
19-21, 19 








Y American Water Works Association, New York Section, will hold annual midwinter 
luncheon meeting, New York, N. Y., Jan, 21, 1949. 





q S53°%. Broadcasting System will hold television clinic, New York, N. Y., Jan. 
3, 1949 





i Telephone Association will hold annual meeting, St. Paul, Minn., Jan. 24, 





9 American Gas Association, Home Service Workshop, will hold annual convention, 
Cleveland, Ohio, Jan. 24—27, 1949. 





{ American Society of Heating and Ventilating Engineers will hold annual convention, 
Chicago, Iil., Jan. 24-27, 9. 





| ang oe + a ~" i and Ventilating Exposition will be held, Chicago, IIl., ‘ey 
Jan. 24-28, 





{ American Institute gf Electrical Engineers will hold annual meeting, New York, N. Y., 
Jan. 31—Feb. 4, 1949 





§ Merry Christmas, 1948! 





{ National Association of Corrosion Engineers will hold annual convention, Cincinnati, 
Ohio, Mar. 7—10, 1949. 





q American Marketing Association begins annual convention, Cleveland, Ohio, 1948. 





q Kentucky eee Telephone Association will held annual convention, Lexington, 
Ky., Mar. 15, 1949. 














{ Oklahoma Utilities Association will hold annual convention, Tulsa, Okla., Mar. 17, 18, 
1949. 
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The FCC Still Needs 
Investigation 


The House of Representatives of the 80th Congress 
authorized a special committee to investigate the 
Federal Communications Commission, The retiring 
chairman of this committee gives his reasons in this 
article as to why he thinks the work of this investiga- 
tion should be carried on during the 81st Congress. 


By Tue HonorasLtE FOREST A, HARNESS* 
U. S, REPRESENTATIVE FROM INDIANA 


ESPITE its shift in political lead- 
1) ership, one of the really impor- 
tant problems to face our new 
administration and our people in the 
8lst Congress undoubtedly will be that 
of formulating a new set of standards 
by which to regulate, or to improve 
the regulation of, our vast communi- 
tations industry. 


*Mr. Harness is chairman of the Select 
Committee to Investigate the Ka} Com- 
Beacations Commission of the U. House 
of Representatives, 80th Congress. Ste also, 
“Pages with the Editors.” 
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The leadership of the 80th Con- 
gress, recognizing the need for a thor- 
ough study as a preliminary to adop- 
tion of such new standards, on last 
June 19th guided through Congress 
legislation to establish the Select (spe- 
cial) Committee to Investigate the 
Federal Communications Commission, 
an agency which was created by Con- 
gress on June 19, 1934, exactly four- 
teen years before, 

Great changes—economic, engineer- 
ing, political, and ideological — had 
DEC. 16, 1948 
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taken place in America and in the 
world in the intervening years. There 
had been a growing awareness in Con- 
gress for most of those years of a need 
to revamp the FCC and more closely 
to outline its duties, responsibilities, 
and power. Enough questions and 
complaints about the agency had 
reached the public prints to convince 
even the most casual newspaper read- 
ers of the need for an investigation 
and, most likely, some changes. After 
all, it is no reflection on the FCC, as 
such and as presently constituted, to re- 
call that the Communications Act has 
not been substantially revised since its 
enactment nearly fifteen years ago. 
Even the Constitution needs change 
once in a while. 


-_o FCC came in with the first 


New Deal, superseding the old 
Federal Radio Commission. Cynics 
called it “ripper legislation’ at the 
time because it did give the incoming 
Democrats of 1933 some opportunity 
for rewarding friends. But aside from 
that, questions about the FCC have be- 
come more persistent even during the 
succeeding New Deal years. A Demo- 
cratic-controlled Congress, by almost 
unanimous vote, on January 19, 1943, 
had established a special committee to 
investigate FCC, The activities of both 
the leaders of the FCC and the Demo- 
crats who headed that investigation are 
still green in the memory of close ob- 
servers of the national scene. 

While very little of a really con- 
structive nature was accomplished by 
that congressional investigation of the 
FCC, five years ago, the great body of 
testimony taken during that battle of 
Democrat-against-Democrat is liberal- 
ly sprinkled with sworn statements 
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that would indicate at least that some 
body was wrong, and very wrong, in 
deed, That particular investigation 0 
the FCC was characterized by som 
degree of name calling, charge, and 
countercharge. It proved little mor 
than the fact that those in control o 
Congress and the Chief Executivg 
were in serious conflict about the FCC 

That investigation won wide publig 
notice. But it resulted in no action i 
Congress.’ Yet, it did indicate the need 
for reform in the FCC, and, possibly 
the necessity for a new body of law by 
Congress. Such a need for a new com 
munications law has been growing 
more and more apparent for years. 
Former Senator Burton K. Wheeler 
(Democrat, Montana) as chairman of 
the Committee on Interstate and For- 
eign Commerce, and his successor, 
Senator Wallace White (Republican, 
Maine), both held lengthy hearings 
into various phases of the FCC prob- 
lem. Both introduced new legislation 
with the view of getting Congress to 
overhaul the FCC completely and re- 
write the Communications Act. Both 
failed. 


HE 1948 Select Committee to In- 

vestigate the FCC, of which I am 
retiring chairman, has not been char- 
acterized by political name calling, de- 
spite political differences between Con- 
gress and the administration during the 
80th Congress, Rather, we on the com- 
mittee have been of one mind, regard- 
less of political party, that we should 
probe deeply into every phase of the 
FCC without regard to political mat- 


1See Pustic Urtiities Fortnicutty for 
August 19, 1943, and The Saturday Evening 
Post series in 1945 by Jack Alexander on the 
antics of Thomas G. (Tommy the Cork) 
Corcoran, 
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THE FCC STILL NEEDS INVESTIGATION 


ers so that we could recommend to the 
forthcoming Congress a comprehen- 
ive and constructive and well-planned 
gries Of ehanges. 

Although the average citizen is not 
is familiar with the FCC and its op- 
gations as he is with, say, the Social 
Security Board, this average citizen 
has a great stake in what the FCC de- 
crees, or fails to decree, under the law 
by which it exists. The agency holds a 
ife-and-death authority over some 1,- 
779 AM radio stations already in op- 
eration and some 314 Am stations 
which hold authorized construction 
permits. In addition, it has life-and- 
death authority over 39 operating tele- 
vision stations (32 of which hold spe- 
cal temporary authorizations) and 84 
companies which have construction 
permits to build television stations. 
Also, there are under its jurisdiction, 
and hence its power, 84 FM stations on 
conditional grants (every phase of the 
application has been approved except 
the engineering ), 729 Fm stations with 
construction permits, 194 licensed FM 
stations, and 446 operating under spe- 
cial temporary authority. 

The FCC is a bipartisan body of 
seven members and functions as a unit. 
These commissioners administer the 
Communications Act of 1934, as 
amended, exercising functions previ- 
ously vested in the Federal Radio Com- 
mission, certain functions once exer- 


cised by the Interstate Commerce 
Commission with respect to telegraph 
operation, powers formerly exercised 
by the Postmaster General with respect 
to government telegraph rates, and 
powers formerly exercised by the De- 
partment of State under the Cable 
Landing License Act. Its powers ex- 
tend far beyond those previously vested 
in other agencies, and include author- 
ity to exercise powers derived under 
many international agreements relat- 
ing to communications. 


N° over-all estimate of the money 
invested in the various indus- 
tries regulated by the FCC ever has 
been made by an authoritative source, 
so far as is known, but it would be on 
the conservative side to say that FCC 
has an important economic effect on 
an investment totaling literally tens of 
billions of dollars, in which millions of 
Americans have a stake. The physical 
properties of all the radio stations, the 
telegraph companies, the telephone 
companies, and other vast enterprises 
under its supervision are of incalcula- 
ble worth to our nation in war and in 
peace. The investment of the telephone 
industry alone probably surpasses seven 
billions. 

Through its supervision of the vast 
radio industry, the FCC either en- 
courages or discourages trends in both 
engineering development and in pro- 


7 


“THE FCC came in with the first New Deal, superseding the 
old Federal Radio Commission. Cynics called it ‘ripper 
legislation’ at the time because it did give the incoming 
Democrats of 1933 some opportunity for rewarding friends. 
But aside from that, questions about the FCC have become 
more persistent even during the succeeding New Deal years.” 
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gram content. These programs, as we 
know, are heard by millions of Ameri- 
cans every day and every night, as well 
as by other millions of citizens beyond 
the confines of our national boundaries. 

So, in spite of the fact that relative- 
ly few Americans could tell a poll- 
taker what the FCC is, or what it does, 
it can be understood readily that the 
agency is of vast importance to all 
Americans. The thinking of its com- 
missioners, individually and collective- 
ly, is impressed on the minds of thou- 
sands of radio station owners, enter- 
tainers, officials, speakers, and an- 
nouncers, and, in the final analysis, in- 
directly on every citizen in the United 
States. The effect of an FCC ruling 
seldom is negligible, no matter how 
minute the point on which the commis- 
sioners rule. Every regulation has 
repercussions far beyond the immedi- 
ate case being investigated by the 
agency. 

It is self-evident that such an agency, 
if its commissioners tend even slightly 
in a direction detrimental to the best 
interests of our people and our govern- 
ment, can become an instrument of 
vast harm to all of us, both economical- 
ly and spiritually. And, despite the 
teachings of Karl Marx and other ma- 
terialists, it is not difficult for most of 
us to see the relation between our eco- 
nomic plight and our spiritual plight— 
or how one of these factors is being 
used, or may be used, to influence the 
other, and vice versa. 


B ECAUSE our committee felt that the 
FCC’s activities in the rdle of 
“program adviser” to the nation’s 
radio stations were indicative of a po- 
tentially harmful trend in regulation, 
we decided to concentrate first, in our 
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investigation, on this phase of its work, 
Two noteworthy recent decisions of the 
FCC had impelled us to examine with 
a figurative microscope this particular 
part of the agency’s work. These were 
the so-called Port Huron and Scott 
decisions. 

The Port Huron decision was an in- 
terpretation by the FCC of § 315 of 
the Communications Act of 1934, as 
amended. 

Specifically, a radio station in 
Port Huron, Michigan, had been 
threatened with loss of its license to 
operate because its owners had refused, 
more than two years ago, to allow a 
political candidate to malign another 
candidate over its facilities, without 
first submitting the prepared speech 
for consideration and possible revision. 
The FCC, in effect, held that the sta- 
tion had no right to “censor” the state- 
ment of the candidate—or of anyone 
else—although the statements to be 
broadcast might be manifestly libelous 
or slanderous. In such case, the station 
could have been held accountable un- 
der state law for slander or libel, in a 
civil or criminal action, or both, and it 
was extremely likely that a suit would 
have been entered seeking damages in 
case the broadcast had been made. 

The Scott decision came about in 
1946 as a result of a complaint by 
Robert Harold Scott, a self-professed 
atheist of Los Angeles, California, 
against three radio stations on the 
West coast. These stations had refused 
to allow Mr. Scott free time, or to 
agree to sell him time, to make attacks 
against organized religion. He claimed 
that organized religious leaders had 
made attacks against atheism and 
atheists, and, therefore, he had a legal 
right to reply. 
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The Federal Communications Commission 
cé HE FCC is a bipartisan body of seven members and functions as 


a unit. 


These commissioners administer the Communications 


Act of 1934, as amended . . . Its powers extend far beyond those 

previously vested in other agencies, and include authority to exercise 

powers derived under many international agreements relating to 
communications.” 





= of the commission con- 
tended that no harm had befallen 
broadcasters, no damage has been done 
to the public interest, in the Port 
Huron and Scott decisions, They 
pointed out that the commission can- 
celed no station licensés ; and laid down 
no clear, positive, and ‘binding rules. 
sut such argument begs the question. 

For one thing, such action would 
have almost surely led to court actions. 
The criticism against FCC is not that 
it is extremely vague and ambiguous 
in restatement of the plain provisions 
of the Communications Act, but that 
it seems to assume a right to dictate to 
broadcasters what they may or may 
not put on the air. When the commis- 
sion undertakes to dictate the contents 
and character of radio programs, it as- 
sumes an authority which has abso- 
lutely no basis in law. 

The commission certainly knows 
that it can more successfully influence 
the character of broadcasting by sub- 
tlety and indirection than by overac- 
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tion, which might be directly—and 
success fully—challenged. Its policy- 


making and directing personnel cer- 
tainly are aware that the commission 


does not have to wield a meat ax to 
exert pressure and influence upon 
broadcasters. Because the FCC’s power 
to license and periodically renew li- 
censes is literally the power of life and 
death, the broadcasters must be sensi- 
tive to even the slightest implication on 
the part of the commission, Former 
FCC Chairman Fly once amusingly 
spoke of this situation as “regulation 
by raised eyebrow.” It was! 

Our special committee found, in its 
hearings in August and September, 
that the various commissioners of the 
FCC, present and former, were rather 
hopelessly divided on the points at is- 
sue, both in the Scott and the Port 
Huron cases. The commissioner who 
was mainly responsible for the Scott 
decision has left the FCC, He was last 
heard from speaking for Henry A. 
Wallace for President, 
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We found through our investiga- 
tion that the legal division of the FCC 
almost invariably writes an opinion on 
such issues without previous consulta- 
tion with the various commissioners. 
The commissioners, of course, have 
the right to change the opinions, and 
sometimes do, but it seems to us that 
this is putting the cart before the horse. 
The commissioners are appointed to 
make the rules. Congress allows them 
funds to hire lawyers to help them ob- 
serve the legal amenities, presumably, 
and to have a legal defense for their 
rulings. But few Congressmen ever 
dreamed that the lawyers of a quasi 
judicial agency would undertake to 
write decisions before even polling the 
commission to get the views of the 
various members. 


O NE commissioner, in his dissenting 


opinion to the Port Huron de- 
cision, hit the nail squarely on the head 
when he said that such a conclusion 
“serves to create confusion and to hold 
forth both promise and threat without 
legal effect.” 

A nationally known lawyer testified 
before our committee that this decision 
leaves every radio station owner in the 
United States “on the horns of a 
dilemma.” If the station does not cen- 
sor, or check over and eliminate libel- 
ous material, the owners may be sued 
under state laws. (A New Jersey court 
has recently so ruled—the FCC not- 
withstanding.) If the owners seek to 
impose rules of common sense and de- 
cency, they run the risk of losing the 
station license, or having its renewal 
refused on broad grounds of “public 
interest,” and, in effect, losing their 
livelihood and investment combined. 

Yet, the attorneys for the FCC still 
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maintained that the radio station own- 
ers had nothing to fear, since Congress 
obviously intended to give the owners 
freedom from responsibility in such 
cases, The various nationally known 
lawyers who testified felt none of the 
same carefree assurance that charac- 
terized FCC lawyers—but, of course, 
the FCC lawyers have nothing to fear, 
not even fear itself, from the Port 
Huron decision. They don’t own radio 
stations, and, it is evident, they will 
not be sued for libel or slander, al- 
though the result of their decision 
possibly could have led other citizens 
to be sued. 

In the Scott decision it must be 
stressed, in all fairness, that the FCC 
did not cancel the licenses of the three 
stations against which Mr. Scott com- 
plained. But it did hand down a vague, 
ambiguous, wordy decision in the na- 
ture of a lecture or essay on freedom 
of speech, religion, etc. This opinion, 
entirely unnecessary for the action 
taken in the case, seems to say, in ef- 
fect, that radio stations are under a 
certain degree of compulsion to allow 
atheists, or minority dissenters in al- 
most any field, time to reply to ser- 
mons, religious programs, or political 
speeches, carried on the air. 


ems member of Congress previous- 
ly had pointed out that this was 
the same as demanding that a radio 
station give time to a criminal to reply 
on the air every time “Mr. District 
Attorney,” or “The Crime Busters” 
programs were broadcast. Another 
Congressman, during our hearings, 
likened the decision to the fantastic 
state of affairs that would exist if radio 
stations had to allow time to persons 
who do not believe in medicine and 
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doctors whenever a public health offi- 
cer took to the air to instruct citizens 
in the care and prevention of disease. 
Are vegetarians entitled to reply to 
radio programs featuring toothsome 
recipes for cooking meat and poultry? 
Maybe there are even some sincere be- 
levers in opium eating or polygamy 
who might be entitled to “have their 
say” under such a doctrine. 

It is farfetched on its face for the 
FCC, or any other agency, even to sug- 
gest that the American Association for 
the Advancement of Atheism, with 400 
members, should have as much time on 
the air as the churches of the United 
States, with membership approaching 
the 80,000,000 mark, Yet, the Scott de- 
cision clearly hinted that atheists had 
a right to the air to spread their views, 
as long as religious leaders were al- 
lowed to speak over the radio. 

Of course, the issue boils down to 
the basic question of program control 
in the first instance. Somebody has to 
have that control. Somebody has to 
have that discretion, And, after all, 
isn’t the station operator, with his in- 
vestment at stake, likely to be a better 
judge of what is generally acceptable 
and what would be resented, in the 
community in which he operates, than 
seven men, however wise, sitting in 
far-off Washington ? Admittedly, even 


the station operator could abuse this 
privilege by arbitrary action. Probably 
at that point regulatory appeal to the 
FCC might be invoked, Perhaps not. 
Certainly the intent of Congress is not 
clearly enough expressed in the law as 
now written. It needs prompt study, 
clarification, and review, It is a job for 
Congress and not FCC “interpreters.” 


s EVERAL qualified experts, testifying 

on the Scott decision, made it clear 
to our committee that the decision had 
been drafted by a person who must 
have been confused, to say the least. 
But the fact remains that a majority of 
the commission signed the decision. 
One theological scholar of interna- 
tional repute characterized the philo- 
sophical portions of the decision as 
having been written by a person, or 
persons, who “were not themselves ex- 
perts in the field in question and ap- 
parently did not have expert advice in 
drafting the statement.’’ He charac- 
terized the Scott decision as “‘a tissue 
of naive, inaccurate, and, I should say, 
seli-contradictory affirmations.” 

Our committee’s investigation al- 
ready has had a wholesome effect. 
Since the Huron decision was handed 
down, the FCC, through the work of 
our committee, has come to the con- 
clusion that it should assure station 
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agency, even to suggest that the American Association for 


Q«:: is farfetched on its face for the FCC, or any other 


the Advancement of Atheism, with 400 members, should 
have as much time on the air as the churches of the United 
States, with membership approaching the 80,000,000 mark. 
Yet, the Scott decision clearly hinted that atheists had a right 
to the air to spread their views, as long as religious leaders 
were allowed to speak over the radio.” 
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owners that they can be guided by the 
rule of common sense in allowing po- 
litical speakers, or other speakers on 
controversial subjects, to say what 
they please, without deleting libelous 
or slanderous material. In other words, 
the threat of arbitrary action by FCC 
against radio stations on these two is- 
sues has been removed, at least for the 
time being. For that, the present FCC 
can take credit. But there is nothing 
in the law that will prevent future com- 
missioners from issuing decisions even 
more detrimental to the public interest 
than were these two decisions. Such 
fundamental liberties should not be at 
the mercy of passing whims of politi- 
cal appointees, We are entitled to gov- 
ernment by law, not men. 

This, I repeat, is one big reason why 
Congress should write out, in black 
and white, a better law to guide 
the FCC, the radio station owners, and 
our people. 

The congressional action—House 
Resolution 691—setting up our spe- 
cial 5-man committee gives us the au- 
thority and power to “conduct a study 
and investigation of the organization, 
personnel, and activities of the Federal 
Communications Commission with a 
view to determining whether or not 
such commission in its organization, 
in the selection and appointment of 
personnel, and in the conduct of its 
functions and activities, has been, and 
is, acting in accordance with law and 
public interest.” 


$f eTEqnEN, the act under which 
we operate empowers us to study 
and to investigate the FCC’s licensing 
and license renewal activities; the 
FCC’s power and authority, if any, to 
promulgate and issue its so-called 
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“Blue Book,” which has to do with 
program content of radios; and 
whether the FCC has licensed, or pro- 
posed to license, any radio station or 
stations owned or controlled by per- 
sons who are members of, or affiliated 
with, subversive or communist-front 
organizations, or might permit the fa- 
cilities of such radio stations to be used 
contrary to the public interest; and 
whether there has been, or is, any con- 
certed movement or effort to procure 
the concentration of radio station li- 
censes, including frequency modula- 
tion, amplitude modulation, and tele- 
vision, in the hands of a limited class 
of persons or concerns rather than a 
distribution of such licenses on a geo- 
graphical and equitable basis, as Con- 
gress obviously contemplated. 

It can be guessed, therefore, that 
the two series of hearings held by our 
committee so far have represented only 
a small part of the work still to be done 
by members of Congress serving on 
our committee and members of the 
committee’s technical staff. 

The former Select Committee to 
Investigate the FCC uncovered enough 
charges of political influence, left-wing 
influence, payroll padding, and favor- 
itism, in the agency to give rise to sus- 
picion. Yet, there are some good rea- 
sons to believe that the agency is not 
as guilty, in these respects, today as it 
has been in the not-too-distant past. 
Still, with this nation entering an ever- 
more critical period in its foreign rela- 
tions, there must not be a single taint, 
or hint of a taint, of communistic or 
left-wing influence in such an agency 
which wields so much influence. The 
next Congress should see to this. 

It was pretty well established in the 
former hearings, held by the old FCC 
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House Investigating Committee, that 
the war activities of the FCC were not 
at all satisfactory to the joint chiefs 
of staff, or to the various components 
of the armed services. The U, S. Navy, 
for example, refused to work with the 
so-called technical staff and other “ex- 
perts” hired by the FCC, The Navy 
cited to Congress instance after in- 
stance proving that there could be no 
keeping of secrets if information ever 
fell into the hands of the FCC person- 
nel. There were strong grounds for 
believing that some employees of the 
FCC, during the war, were either Com- 
munists, or fellow travelers, and the 
CIO American Communications Asso- 
ciation, which had some FCC workers 
under its wing, was strongly tainted 
with Communism. 


O= committee has gone into some 


phases of these former disclo- 
sures and many others that have been 
made since that time. There still re- 
mains for a future congressional group 
the important task of ferreting out 
every possible, pertinent, present-day 
fact, in the hope and in the belief that 
the people, the new Congress, and the 
new administration will obtain a better 
deal from the FCC than has always 
been true in the past. 

Aside from personnel changes, how- 
ever, broader and more precise law no 
doubt is needed because of the multi- 
tude of new problems arising from the 
complex developments in the com- 
munications field. Many of these prob- 
lems did not even exist—television, for 
instance—when the Communications 
Act of 1934 was written. Now, tele- 
vision looms on the horizon as one of 
FCC’s biggest problems, Other prob- 


lems have been accentuated. Few per- 
sons dreamed that the FCC one day .- 
would have more than 2,000 am sta- 
tions under license and literally dozens 
of applications for each of a hundred 
different channels, but such is the case. 

Congress should—and, I am sure, 
will—deal with these and numerous 
other new technical, legal, and legisla- 
tive problems caused by the changing 
times and changing needs in an ever- 
more-complex world. We have only 
come part of the way, but we pass on 
the torch to the 81st Congress in hopes 
that it will not be dropped or snuffed 
out, The task should be approached, 
not in the spirit of zealots and reform- 
ers, but by constructive builders retain- 
ing the best of the past and adding to 
it the best of today. 

And so a continuation of the con- 
gressional investigation of FCC is the 
principal recommendation of the final 
report by the House Select Committee 
of the 80th Congress. The committee’s 
report makes this recommendation in 
a spirit of constructive criticism. It is 
hoped that the committee’s findings 
and suggestions, plus those of the 
Hoover Commission on Organization 
of the Executive Branch, will be 
seriously studied by the new Congress 
and used as a basis for further probing 
in this field. Our report does not con- 
tain any partisan or political overtones. 
If the new Congress sees fit to con- 
tinue the task, it is anticipated that 
Representative Priest, Democrat of 
Tennessee, will assume the chairman- 
ship of the Select Committee. Repre- 
sentative Leonard Hall, Republican of 
New York, would be the top minority 
member of the committee under these 
circumstances. 
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The Mobile Telephone Problem 


Full development of this new branch of service along 

the lines the greatest public interest demands may 

turn, says the author, upon the actions taken in the 

immediate future in providing sufficient channels for 
proper operation and development. 


By WARREN HENRY 
CHIEF ENGINEER, ILLINOIS COMMERCE COMMISSION* 


NGINEERS of state regulatory 
kK commissions have a definite 
duty to study carefully the mo- 

bile telephone problem. They should be 
able to advise their respective com- 
missions regarding what appears to be 
developing into a grave question affect- 
ing the future of utility services. 
Radio or mobile telephone systems are 
used extensively by practically all types 
of utility companies as an aid to main- 
tenance and rapid repair of the entire 
transmission and distribution systems. 
The matter of allocation of channels 
or frequencies among the different 
possible users of mobile telephone serv- 
ice is a problem of primary importance. 
One of these vital public utility 
services is that furnished directly to 
the public by the regular telephone 
companies, or what in this field are 


*For additional personal note, see “Pages 
with the Editors.” 
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called “common carriers.” These tele- 
phone companies are offering to the 
public the further service of the 
mobile telephone, which is so arranged 
as to be practically an extension of the 
general telephone system. It establishes 
communication between every land 
telephone, wherever located, and mov- 
ing vehicles in which the mobile tele- 
phone equipment is installed. In 
other words, this service merely pro- 
vides for roving telephone stations in 
addition to fixed stations, all connect- 
ed to the same system, and all in posi- 
tion to originate or to receive both local 
calls and long-distance or toll calls. 
This is clearly a public utility service 
and that is so, regardless of whether 
the service be intrastate, interstate, or 
both. 

One of the first points we should get 
clearly in mind is the importance of 
the radio channels and their allocation 
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in this whole problem, whether we are 
considering the telephone companies, 
the electric and gas companies, or other 
users Of mobile telephones. In the 
present state of the art, the availability 
of these channels constitutes a limiting 
feature, a bottleneck so to speak, in the 
expansion of mobile telephone service. 
Unless a sufficient number of radio 
channels can be made available, it will 
not be possible to develop the service 
to the extent that the public needs 
require. 


T= systems now in use transmit 
messages from fixed or land sta- 
tions to the mobile stations (that is, to 
the cars or trucks) on one frequency, 
and the mobile stations transmit to the 
fixed stations upon a different fre- 
quency. This is known as duplex op- 
eration and it is clear that a pair of 
frequencies must be employed. This 
pair of frequencies is very much like a 
telephone party line. There can be any 
number of cars and trucks in the same 
area equipped to talk over that pair of 
frequencies, but the occupant of only 
one of those vehicles can use the tele- 
phone at the same time. Any of the 
others can listen in. How many mobile 
stations can feasibly be used on the 
same frequency, of course, depends on 
the nature of the service. 

In the dispatching of taxicabs, for 
instance, it seems to be practical to 
equip a rather large number of cabs 
to use a particular pair of frequencies, 
this being due to the nature of the use 
and of the messages. It might not be 
feasible to have. on a single pair of 
frequencies so many mobile telephones 
offering service to the general public 
and carrying the kinds of 2-way con- 
versations that might be expected. 
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Nevertheless, the number so using a 
particular channel is usually much 
larger than on a wire telephone party 
line, say eighty or so. The number of 
available channels, in the present state 
of the art, is very limited. 


BP tre telephone companies now fur- 
nish two general types of mobile 
telephone service, known as urban 
mobile and highway mobile. Urban 
mobile is rather short-range service in 
and around a city or particular local 
area. This type of service is furnished 
in the band of the spectrum between 
152 and 162 megacycles. 

The urban mobile telephone service 
was installed on the Bell system as of 
March 1, 1948, in 52 different cities. 
A year previous, March 1, 1947, it was 
installed in 31 cities. 

Highway mobile service is operated 
on a longer wave length than urban 
mobile; that is, in the frequencies be- 
tween 30 and 44 megacycles. This type 
of service is intended to enable con- 
tinuous contact to be had with cars, 
trucks, and perhaps water craft travel- 
ing along particular routes. For in- 
stance, the route between Chicago and 
St. Louis is covered by five mobile 
transmitting stations, and this enables 
a vehicle at any point along the main 
highway, or water craft along most of 
the Illinois waterway, to be reached 
by telephone service and, in effect, be 
connected with the general telephone 
system. 


HE range of the highway mobile 
transmitting stations is greater 
than that of the urban mobile, due to 
the longer wave length, and in order 
to make this service practical over var- 
ious routes throughout the country, a 
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zoning system has been developed. As 
of March 1, 1948, there were 46 cities 
in which this service was actually 
installed. 

These two types of service—. e., ur- 
ban mobile and highway mobile—are 
furnished by the telephone companies 
directly to the public. The services 
rendered to the public by electric com- 
panies and also by other public utilities, 
such as gas and water companies, are 
becoming more and more dependent 
for their efficient operation upon the 
use of mobile telephone. Some of these 
companies have installed and main- 
tained their own systems; others our- 
chase service from telephone com- 
panies and, in some cases, the arrange- 
ment is that the telephone company 
leases the equipment and maintains it 
and the power company operates it. 
The growth of the use of this service 
during the past year has been remark- 
able. 


Use by Electric Companies 


A to the use by the electric com- 
panies, the necessity is obvious 
for good communication facilities in 
the operation of such an extensive 
network of overhead conductors as we 
have in the systems of most large com- 
panies. Such companies have at- 
tempted to make use of several differ- 
ent types of communication service, 
among them being the commercial 
wire telephone systerhs. In this area, 


the commercial telephone system is 
generally open overhead wire con- 
struction, although some of the larger 
towns are interconnected by overhead 
cable construction. These overhead 
wires are subject to damage during 
storms to the same degree as the sys- 
tem of the electric company. 

There is also a wire telephone sys- 
tem owned by the electric companies 
which consists of overhead wires in- 
stalled on the main transmission pole 
lines. This system is useful, but it is 
also vulnerable to storm damage and 
usually fails at the same time or before 
the transmission line fails. Wire lines, 
therefore, cannot always be relied upon 
in emergencies. 


Byearageee gen Epison Com- 
PANY and the Public Service 
Company of Northern Illinois have 
also been experimenting for some time 
with carrier telephony. Technically, 
carrier telephony is most successfully 
applied to the main trunk transmission 
system, and thus furnishes communi- 
cation between points of the high- 
voltage network. These points, of 
course, are rather limited in number. 
The signals are also susceptible to seri- 
ous attenuation when there is ice on the 
wires so that in ice storms the operation 
is erratic. Thus the carrier telephone 
installations do not fully cover the 
situation, particularly with respect to 
emergencies. 


7 


of mobile telephone service, known as urban mobile and 


q “THE telephone companies now furnish two general types 


highway mobile. Urban mobile is rather short-range service 
in and around a city or particular local area. . . . Highway 
mobile service is operated on a longer wave length than urban 
mobile...” 
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This leaves the mobile telephone 
service as the type of service upon 
which the electric companies increas- 
ingly are placing dependence in cases 
of emergency, as well as finding very 
considerable economies in everyday 
operation. Some of the electric com- 
panies are making use of the commer- 
cial mobile telephone service as supplied 
by the telephone company operating in 
the area. The Commonwealth Edison 
Company operates its own 2-way space 
radio, and the Public Service Company 
of Northern Illinois is planning the 
installation of a 2-way space radio 
system which initially will give com- 
plete coverage to what is known as the 
Southern Division of that company. 


The Problem 


[= me now emphasize what seems 
to me to be one of the outstand- 
ing problems, if in fact not the out- 


standing problem, of the mobile tele- 
phone as it concerns regulatory 
commissions. 

Here, on the one hand, we have a 
public service long recognized as a 
public utility; namely, telephone serv- 
ice. It is held out to the public in just 
the same manner as any other service 
would be held out. The fact that the 
telephones in the mobile system are 
mounted on vehicles and move about 
does not alter the fact that it is a public 
service. Moreover, it is not a separate 
public service, but is furnished as an 
extension of the land telephone system. 
A mobile telephone in a car or truck 
may be in communication with any 
other telephone, fixed or mobile, con- 
nected to the telephone system, 

This service, however, is restricted 
to a very few what we may call party 
lines in each particular area and if 
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those of the public who desire this 
service and, under recognized public 
utility principles, are reasonably en- 
titled to it, should demand the service, 
these party lines would be overloaded 
enormously beyond their reasonable 
capacity. As a matter of fact, I think 
we will find that they are severely over- 
loaded in many of the centers of 
population at the present time. 

On the other hand, we have the 
electric power utilities which are mak- 
ing greater and greater use of mobile 
radio. At the present time, there are 
over 13,000 fixed and mobile stations 


. actually licensed or having construc- 


tion permits. -It may be only a matter 
of time before every operating power 
utility will be using mobile radio serv- 
ice as a matter of course. 

It may be inquired whether or not 
technical developments in the art will 
permit the establishment of a greater 
number of usable channels within a 
given band of the spectrum or will 
permit the simultaneous transmission 
of more conversations on a given 
channel. Some research progress is 
being made along this line. 


The Needs 


fh Pomene of the needs in New York- 
New Jersey area indicates that 
approximately 12,500 vehicles will 
require mobile telephone service with- 
in a period of perhaps five years. In 
order to meet this requirement, ap- 
proximately 150 2-way channels will 
be needed. The number of usable 2- 
way channels now available for that 
purpose in that area is three, and all 
three are in use. 
In this obviously tight situation as 
to available channels, we may very 
properly lay great stress upon the fact 
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Importance of Mobile Telephone 


. Bes mobile telephone has become actually part of the public utility 

telephone system offered directly to the public. It has become a 

highly important tool or instrument in the proper upkeep, maintenance, 

and repair of the physical plant of other public utilities, and particularly 
so with respect to meeting emergencies.” 





that the mobile telephone, used in this 
manner by the telephone companies, 
and as used in connection with the 
services of electric, gas, and other 
companies, has distinctly a public util- 
ity character. Public utility service 
always has had, very properly, a pre- 
ferred position. 

Public utility companies are subject 
to regulation and to considerable 
burden by reason of the kind of busi- 
ness they do, but nevertheless, by 
reason of that business, the law has 
always favored steps that will make 
the services they furnish most efficient 
and usable to the general public. Pub- 
lic utility companies, in most states, 
may condemn and take private prop- 
erty, not because there is any disposi- 
tion to grant special privileges to them, 
but because the public interest is pro- 
moted by that right being extended. 
Regulatory commissions were not 
established wholly to operate as 
policemen, to keep public utility com- 
panies from oppressing the people, but 
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an important part of their function is 
to take affirmative steps to further the 
interests of the public in obtaining 
good and adequate public service. 


Ww: this in view, I think we 
have, as engineers of regulatory 
commissions, a distinct interest in this 
problem of allocation. We are inter- 
ested very much that public utility tele- 
phone service be the best that can be 
offered, and we are equally interested 
that the services of electric, gas, and 
water companies be efficiently conduct- 
ed, their systems maintained, and that 
troubles and emergencies be met most 
effectively. 

The mobile telephone has become 
actually part of the public utility tele- 
phone system offered directly to the 
public. It has become a highly im- 
portant tool or instrument in the 
proper upkeep, maintenance, and re- 
pair of the physical plant of other pub- 
lic utilities, and particularly so with 
respect to meeting emergencies. 
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The present situation of allocation 
of frequencies or channels seems to 
threaten the placing of this highly 
important and valuable instrument of 
public service in something of a strait 
jacket. In fact, the mobile telephone, 
as an instrument of public utility serv- 
ice, may be at a crossroads. Its full 
development, along the broad lines that 
the greatest public interest demands, 
may turn upon the actions taken in the 
immediate future in providing suffi- 
cient channels for proper operation and 
development. As for public interest, it 
is very difficult to think of anything 
that is more essential than the carry- 
ing on of the public utility services that 
are regulated by our respective com- 
missions—the telephone, electric, gas, 
water, and transportation. 


, ee matter of allocation of radio 


channels is within the jurisdiction 
and under the control of the Federal 
Communications Commission. As an 
advisory body, there is the Radio Tech- 
nical Planning Board, which includes 
thirteen panels, each panel having sev- 
eral committees. Panel 13 represents 
mobile and emergency services and 
Committee 4 of that panel represents 
public utilities. The National Associa- 
tion of Railroad and Utilities Com- 
missioners also has a committee on 
telephone matters which, in the past, I 
believe, has considered some matters 
relating to mobile telephone service. 
It is my present purpose to point out 
in this discussion only the seriousness 
of the whole situation and the impor- 
tance of the allocation problem to pub- 
lic utility service in several different 
fields. 


HE engineers of the state com- 

missions, I believe, have a very 
definite duty to study carefully a situa- 
tion such as this, to be in position to 
advise their respective commissions 
upon what seems to be developing into 
a grave question affecting the future 
of the utility services, as to which our 
commissions are charged with respon- 
sibilities. There is no question, so far 
as I know, nor any disposition to ques- 
tion the powers and jurisdiction of the 
Federal Communications Commission 
on the subject of allocations of chan- 
nels, or that the commission is making 
a sincere effort to exercise its powers 
in the public interest. One cannot read 
the record of the proceedings, however, 
without appreciating the pressure that 
is exerted in favor of allocations for 
large numbers of purposes, few of 
which will compare in point of public 
need with our public utility services. 
There is no question either, so far as 
I know, and certainly there is ample 
precedent, for the state commissions to 
make representations before Federal 
agencies on behalf of the public in their 
states. Several proceedings are pend- 
ing, for instance, before the Federal 
Power Commission in which state 
commissions are doing just that thing. 
Such representations, as official ex- 
pressions of state governmental agen- 
cies, naturally have weight. 

This then is the phase of the mobile 
radio problem which, I take the liberty 
of suggesting to the state utility com- 
mission engineers, is far from being 
an academic question, but is one of 
very practical importance to the public 
utility service furnished to the people 
in our various states. 
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It’s “Better Service” with this western power com- 
pany, whose employees in a year’s campaign have 
made a lot of friends among the customers. 


By JAMES H. COLLINS* 


N Spokane, there is a power com- 
pany executive who detests the 
phrase “public relations.” 

His reason seems to be something 

like this : 

Assume that you run a business, and 
people do not like it. 

Maybe there is something wrong 
with the business, or you. 

How futile, then, to use mumbo 
jumbo to make people like things as 
they are—why not begin by changing 
them ? 

That was what Kinsey M. Robin- 
son, president of the Washington 
Water Power Company, did in April, 
1947, when he launched his “Better 
Service” program. 

If the company could render better 
service to present customers, they 
might like it more, and also there 
would be the basis for obtaining more 
customers. 

It is the employees of a power 


*Business editor and author, Hollywood, 
California. 
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company who render the service. The 
place to start improving service is with 
them. 

So he laid out his program and said 
to his organization, “We make a cus- 
tomer survey to find out what people 
think of our service as the program 
starts, and then later on make another 
to see how we’re doing.” 

Recently, this second customer sur- 
vey of public opinion, after twelve 
months of employee effort to improve 
things, showed that the attitude toward 
public ownership had dropped to an 
ovet-all 17 per cent, which is some- 
thing like two and a half times lower 
than the national average. 

Mr. Robinson is nationally known 
as-one of the industry’s progressive 
thinkers. He says the day is past when 
business can pretend to know what 
goes on in customers’ minds. The only 
way to find that out is to ask the cus- 
tomers. He is a believer in surveys, 
provided they are skillfully set up and 
conducted. And if the customers say 


850 





PLEASE—NOT “PUBLIC RELATIONS”! 


they want improvements in the service, 
Robinson doesn’t hesitate to follow a 
new avenue of approach. 


Fo employees, the better service 
program took the form of a contest 
between Spokane and five outside di- 
visions. Everybody was in. Every- 
body examined customer opinion at his 
or her job level, paid attention to 
peeves, did what he or she could to 
correct shortcomings, turned in re- 
ports, made suggestions, along the 
lines of a general program which was 
set forth in several bulletins. 

Each month employees in Spokane 
voted on the better service perform- 
ance of their fellows and elected five 
as “best.” Outside divisions each 
elected one. These ten employees were 
given a party, and also given a trip to 
Nela Park, Cleveland. At the end of 
the year, fifteen Spokane employees 
with top ratings, and three outside, 
were announced, and employees voted 
on three and one to take the same trip. 

In addition, a number of employee 
names were drawn by lot each month 
to answer questions about the com- 
pany’s activities. Those who answered 
well were put in the box for a final 
drawing. Employees whose names 
were not drawn during the year got 
one chance for the final drawing. Five 
winners got a trip. 

So the program was broad, gave 
everybody a chance, and, along with 
the survey of customer opinion, there 
was one to ascertain employee opinion 
with no holds barred. 

The customer survey was turned 
over to the advertising department 
Kimball Jack, manager, who thinks 
that surveys too often pose questions 
likely to bring out answers favorable 
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to the company. In this case, the quiz 
attempted to connect basic human in- 
terests with business practices. When 
it was shaped up, it was reviewed by 
Stanford University, and Charles 
Parker, of Parker Surveys, 


H™ are typical questions, show- 
ing how the quiz got into the 
customer’s feelings with some of the 
technique of the IQ and other ex- 
amination papers : 

Which of these personal ambitions 
seems to have the greatest appeal to 
you? : 

To have an assured income? 

To do something important? 

To receive recognition for what you 

do well? 

To learn more? 

What seems to be the most important 

need in this community ? 

City beautification ? 

Improve health ? 

Crime prevention? 

Traffic safety ? 

Aid to our young people? 

Support education ? 

Provide amusement? 

Bring in new industry? 

Give steady employment ? 

What are any of these companies 
doing for the betterment of the com- 
munity in the above activities ? (Major 
concerns listed. ) 

Which one of these businesses, if 
any, do you think should be under gov- 
ernment or other public ownership? 
(List.) Give your reasons, 

In which business would an em- 
ployee be most likely to hold his job in 
depression ? 

In which business do you think a 
young man has the best chance to ad- 
vance because of ability or merit? 

In which of these businesses are the 
employees most friendly and courteous 
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in dealing with all customers, rich or 
poor? 

In which of these businesses do you 
find employees most prompt in giving 
you service? Which give the slowest 
service ? 

In any of these businesses do you 
know employees who hurt the stand- 
ing of their company by their conduct 
on or off the job? 


A* businesses have their rules, but 
some are pretty strict in enforc- 
ing them, while others are more liberal. 
What do you say of these business 
firms ? 

Some businessmen promoted to 
higher positions get a little high hat 
when dealing with the public, while 
others do not change. In which of 
these firms would you say the top men 
are most democratic? 

Which of these businesses try to run 
the town? 

Which ones of these businesses 
would you say try to bring in new in- 
dustries with job opportunities for 
local people ? 

Which ones are most liberal, and 
least liberal, in donations to worthy 
causes? 

Which, if any, may be making too 
much profit? 

While no detailed reply percentages 
are available, this quiz brought to light 
sufficient “grass roots” information 
for the building of better service pro- 
grams. 
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It disclosed the minor customer 
peeves and the major forms of dis- 
satisfaction in each division, and 
pointed out something that employees 
could go to work on from a definite 
starting line, and that was the idea. 

Another yardstick was set up by 
asking employees what they thought 
about the company’s policies, its man- 
agement, profits, and service, and 
about their own jobs. 

This ran to four mimeographed 
pages, was turned in unsigned, and not 
only brought forth a lot of internal un- 
happiness, but it was found that em- 
ployees and the public had pretty much 
the same general idea of the company 
—that it was managed from Wall 
Street, made large profits, got high 
rates, and similar economic mythology. 


M” than half of this quiz was 
headed ““The Boss,” and framed 
to bring out discontent as well as dis- 
content in employment, such as: 


(a) My boss seems to stand in the 
way of my development—he holds me 
back. 

(b) He lets me work out my own 
destiny—is indifferent. 

(c) He points out ways for me to 
improve myself. 


“This unsigned questionnaire took 
off the blinkers and let management 
gaze into the eyes of truth,” says J. 
E. E. Royer, general manager and 
vice president, Credit-grabbing, aloof- 
ness to employee needs, failure to pass 


power business in 1941; Spokane county defeated a public 


q “SPOKANE people defeated an attempt to put the city into the 


utility district proposal in 1940; Adams county, Washing- 
ton, defeated a similar proposal in 1942, the third defeat 
since 1938.” 
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along company information, breaking 
confidences, poor sportsmanship, and 
other dissatisfactions emerged. Of 
course, there were many employees 
who expressed satisfaction with their 
supervisors and their jobs. The unhap- 
piness pointed out ways in which to 
improve the service by reducing in- 
ternal friction. 

The Better Service program was 
developed by discussion of this cus- 
tomer and employee opinion in various 
conferences, and the preparation of 
bulletins, manuals, and other paper 
work. This preparation was very thor- 
ough. The basis was a 30-page mimeo- 
graphed manual in three sections : 


Tue Better SERVICE PROGRAM. 

¢ This set forth the reasons for the 
program, the contest conditions and 
rewards, the parts to be taken by em- 
ployees, management, the different di- 
visions, the monthly meetings with 
management of employee representa- 
tives, department heads, and division 
managers. 

Management met with employee 
representatives alone to get unwarped 
opinions on both employee and man- 
agement viewpoints. 

Then department executives met 
with management to pass along in- 
formation developed at employee-man- 
agement huddles. Outstanding em- 
ployee complaint was lack of informa- 
tion about company activities and 
policies. 

Third, monthly divisional meetings 
were held, all employees invited, to 
pass along company information and 
discuss company problems. 


Tue Grass Roots or HuMAN 
e Rexations. This section briefed 
employees on getting along with the 
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public. Subheads : Some people like us, 
some don’t. Why people are what they 
are. People are more responsive dur- 
ing climaxes. Public opinion is 
formed by a few leaders. When a cus- 
tomer “cusses” your company, trace 
his attitude to one of these motives 
(belief that the company charges too 
high rates and the like, lack of knowl- 
edge about what the company does to 
improve its area, bring in new indus- 
tries, create additional employment). 


Wuat To Improve. Everything 
3. in the company must be reéx- 
amined. Questions for employees to 
answer to themselves about whether 
quality of service can be improved: 
Can it be made cheaper? Can we sell 
more electricity ? Are we handling bills, 
applications, and closures the best way? 
This section was planned to stimulate 
thinking by each employee about cus- 
tomer relations from the company 
standpoint and determine in his own 
mind what he or she could do to im- 
prove them, 


HEN the 1,200 employeegof the 

company had read this manual, 
they were invited to sit in groups of 
from fifty to eighty, learn what cus- 
tomers thought of them, and answer 
the question, “Would you like to help 
correct the shortcomings this survey 
has brought to light ?” 

There was an overwhelming affirm- 
ative response, 83 per cent of total 
personnel. One year was set as a trial 
period, with a second survey of cus- 
tomer opinion at the end, to show if 
progress had been made. 

Employees were invited to choose 
among about a dozen kinds of activity 
what would appeal most to themselves, 


DEC. 16, 1948 





PUBLIC UTILITIES FORTNIGHTLY 





Washington Water Power Company 
snd! Bre Washington Water Power Company . . . dates back to 1889, 
as a town enterprise, before the state had entered the Union, and 
Indians saw the first lights turned on. Today, its lines interconnect with 
Grand Coulee, and are tied to municipal and private plants in Idaho, Mon- 
tana, Oregon, and Utah, as well as Washington, making up the North- 
west power pool.” 





and the favorite kinds of work. There- 
after, committees began supplying 
company information to the rank and 
file; mailing special items explaining 
policies to customers ; and visiting new 
customers in their areas. 

Each committee elected a chairman, 
discussed its particular project, and 
agreed that all work should be done out 
of working hours. Committee work to 
improve the individual job was out- 
standing with that for keeping em- 
ployees informed and for customer 
contacts. 

For the customer contact workers, 
the advertising department supplied 
greeting cards to be sent by an em- 
ployee to a customer in his territory. 
Example: “So You’re Taking a Vaca- 
tion! Have a swell time and just let 
me know if there’s any special service 
a Water Power friend can perform.” 
Other cards were keyed to births, sick- 
nesses, graduations. 
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At Christmas, cards were mailed to 
the 100,000 customers, addressed by 
employees who took them home nights. 


L pew new people coming into the In- 
land Empire region served by the 
company, a booklet “Now That You 
Live Here” was printed, mapping the 
country, explaining its industries, and 
also company services. This booklet 
was carried to newcomers on personal 
visits by employees who chose that 
Lund of customer relations work, 

Some employees volunteered as 
speakers, took training, talked to var- 
ious organizations more than 1,000 
times during the first ten months. 

A suggestion that company win- 
dows be made available for community 
causes led to more than 1,000 displays 
in that time, and 736 groups used the 
company auditorium for meetings. 

A company film was shown more 
than 500 times through employees 
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making it known that there was such 
a movie; nearly 7,500 calls were made 
on new people arriving to live in the 
Inland Empire; nearly 3,800 customer 
grievances were satisfactorily settled, 
many by employees, or brought to the 
surface by them; employees took part 
in more than 3,000 civic activities of 
every kind; nearly 1,900 favorable 
news items appeared in newspapers as 
a result of employee activities on be- 
half of the company. 

All of which might suggest that in 
that region utility people are different, 
more enthusiastic, that everybody took 
hold with a vim and kept going 
crescendo, 


A: usual, the main load was carried 
by that minority which always 
lugs it, whatever the campaign, 
wherever it may be waged. There were 
the jump-the-gun contestants whose 
energy soon evaporated, the never- 
starters who would not have got any- 
where anyway, and the determined in- 
dividuals who generally went to work 
quietly, gauging their own abilities as 
they went along, and who maintained 
steady interest and industry, 

There was another type—those who 
were skeptical from the start, and de- 
cided that such go-getter antics were 
not for them, and then became inter- 
ested in spite of themselves. 

The linemen were frankly aloof 
about making friends and influencing 
people among the customers. It seemed 
to lie outside their work. What did 
they have to do with the customers? 

But presently reports were coming 
in from linemen. 

EXAMPLE—A town needed a skat- 


ing pond where its kids could play 
and be out of danger; a lineman bor- 
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rowed equipment and built them a 


pond. 

ExamMpLte—A lineman who was 
tops in first aid spent 220 hours of his 
own time training classes in eleven 
communities, several hundred stu- 
dents, like Boy Scouts, school bus 
drivers. 

ExampLte—A broken fence let 
chickens into a woman’s garden—a 
lineman took lunch time to fix it. 


“We hesitate to draw any conclu- 
sions at this point,” says Mr. Jack. 
“How can the manager of a company 
office in a small town aid customers 
who say they want to do important 
things in life, want more education, 
want an assured income? 

“Before such problems are solved, 
employee enthusiasm may run low, or 
the pendulum of customer opinion may 
offset any good that has been done, or 
a tide of public ownership sentiment 
may arise. 

“Yet our employees have mean- 
time been happier because they have 
a goal to work for, have less time to 
find fault. Many of them are develop- 
ing unsuspected abilities, like leader- 
ship. All who try are experiencing the 
fresh joy of making new friends. Such 
results will always be worth the effort, 
and certain good is bound to spring 
from public contacts as long as people 
are people.” 


XN the end of the first year an em- 
ployee opinion survey was made. 
The vote was for continuing the pro- 
gram; 72 per cent of employees 
answering an unsigned quiz paper said 
it had been worth the time and effort; 
81 per cent favored some modified 
form of program for the second year ; 
67 per cent thought it should be man- 
aged like the first, by the advertising 
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department ; 72 per cent thought meet- 
ings should be held on company time; 
41 per cent thought employees should 
receive merit ratings for customer 
relations effort, but 45 per cent said 
“No.” 

Asked where they thought too much 
money had been spent on the pro- 
gram, 20 per cent named dinner 
meetings, 24 per cent prizes. 

As to where the second year’s pro- 
gram should place stresses, this list was 
submitted for checking, and the activi- 
ties marked with an asterisk were most 
favored: 

General employee meetings*; su- 
pervisor training meetings; employee 
meetings with top management; local 
committee meetings ; window displays ; 
speakers’ committee; good deeds; vis- 
its to newcomers; mailing out cards 
and literature; employee courtesy ef- 
fort* ; town or club activities ; contacts 
with community leaders; movies 
shown to groups* ; outside use of floor 
and office space*, 

The year-end customer survey 
showed, besides the decrease to an 
over-all 17 per cent of the attitude 
toward public ownership, that the thir- 
teen questions asked concerning gen- 
eral business practices indicated the 
company in a position almost twice as 


favorable as any other business con- 
cerns in the area, 


| rene ownership has been kept hot 
in the area, but in five instances the 
voters have defeated proposals. Spo- 
kane people defeated an attempt to put 
the city into the power business in 
1941; Spokane county defeated a pub- 
lic utility district proposal in 1940; 
Adams county, Washington, defeated 
a similar proposal in 1942, the third 
defeat since 1938. 

The Washington Water Power 
Company, as its name might indicate, 
dates back to 1889, as a town enter- 
prise, before the state had entered the 
Union, and Indians saw the first lights 
turned on. 

Today, its lines interconnect with 
Grand Coulee, and are tied to munici- 
pal and private plants in Idaho, Mon- 
tana, Oregon, and Utah, as well as 
Washington, making up the North- 
west power pool. It operates 12 power 
plants in 30,000 square miles of east- 
ern Washington and the Idaho Pan- 
handle, has nearly 100,000 customers, 
and distributes power from the Ca- 
nadian line to central Idaho, and from 
the Coeur d’Alene mountains to Lake 
Chelan, which is located in the central 
part of the state, to the west. 





4 4 Spey stands for opportunity in a democracy. He came 

not out of a great university, nor even out of a high 
school, but out of a baggage car where he had set up a little 
laboratory, and out of railway telegraph offices, where he con- 
ceived his first inventions. In a word, he was the uncommon 
man who always emerges from the mass of common men and 
who proves that democracy works, not only in politics, but in 


science and invention.” 
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—EDpITORIAL STATEMENT, 
The New York Times. 
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Federal Financial Aid to Foreign 
Public Utilities 


Part II 


Loans and Credits by the World Bank and the ECA 


A previous instalment of this article outlined the degree and 
scope of the United States government's financial assistance 
to foreign countries through the Export-Import Bank for 
specific purpose of aiding public utility operation. This instal- 
ment analyzes similar transactions through the agency of the 
World Bank and the Economic Coéperation Administration. 


By HERBERT BRATTER* 


N the previous instalment of this 
article, dealing with the loans and 
credits made available for foreign 

utility facilities by the U. S. Export- 
Import Bank, there was shown a total 
of selected loans and credits amount- 


ing to $119,053,145. In this instal- 
ment, dealing with similar operations 
of the World Bank and Economic Co- 
éperation Administration (ECA), 
there will be shown (1) a total of 
$131,250,000 in loans made by the 
World Bank for foreign utility pur- 
poses, (2) a total of $300,000,000 for 
electric power materials and equip- 
ment called for under the ECA pro- 
gram. AJl three items add up to more 
than a half billion! 


*Economist and author of articles on bank- 
ing and international finance, Washington, 
D.C, 
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It must be repeated that this picture 
is so incomplete as to be merely a par- 
tial sketch of the Federal govern- 
ment’s total involvement in all types of 
deals for assisting public utility op- 
erations. The ECA figures cited, for 
example, are restricted to the proposed 
electric power program outlined by the 
ECA expert on foreign electric power 
requirements as will be noted in detail 
hereafter. To what extent ECA allo- 
cation of credits to foreign countries 
will eventually go into gas, telephone, 
transit, or other public utility opera- 
tions has not yet been revealed, if in- 
deed definite allocations along those 
lines have even been made. For what 
it is worth, the over-all total of Uncle 
Sam’s investment for foreign public 
utility purposes through all three lend- 
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ing agencies, as covered in this article, 
amounts to $550,303,145. 

It must also be repeated that the use 
of the word “loan” is certainly not 
used in the normal business sense, espe- 
cially with respect to the ECA opera- 
tions. As in the case of “Lend Lease” 
assistance during World War II to our 
erstwhile allies, some of these loans 
may turn out to be mere expressions 
of hope. And, of course, ECA 
“grants,” to the extent that outright 
grants materialize, must be written off 
or charged to our country’s investment 
in international cooperation, 


II. World Bank 
oo International Bank for Re- 


construction and Development as- 
sists public utility and railway projects 
in member countries both directly and 
indirectly. Direct aid is given through 
the financing of equipment for such 
enterprises. Indirect help is furnished 
through the financing of raw materials 
used by utilities and railroads. Both 
types may be seen in the loans which 
the bank has made to date. 

It will be recalled that the World 
Bank, one of the two organizations 
provided for in the Bretton Woods pro- 
gram, did not get launched until 1946, 
and its lending activities began only in 
1947. Moreover, this institution nec- 
essarily has moved more slowly than 
the Export-Import Bank. According- 
ly, the number of its loans has been 
very limited, as compared with the 
older American lending agency whose 
activities have been discussed in the 
first instalment of this article. 


Countries in which utilities or rail- ~ 


ways have received World Bank help 
to date include Chile, France, the 
Netherlands, Denmark, and Luxem- 


DEC, 16, 1948 


bourg. At this writing the bank is con- 
cluding arrangements for an important 
utilities project in Brazil and is dis- 
cussing with Mexico two other utility 
loans. The various projects are briefly 
described in table on page 859. 
Chile 

O* the two loans which the bank 

has approved to Chile (totaling 
$16,000,000), to become effective 
when ratified and guaranteed by the 
Chilean government, the major part 
— $13,500,000 —is to be used for 
equipment to develop electrical power 
resources. The funds will furnish 
equipment for hydroelectric power 
plants, Diesel electric power plants, and 
secondary electrical distribution lines, 
located for the most part in the cen- 
tral part of Chile. 

The borrowers are the Corporacion 
de Fomento de la Produccion, which 
is an instrumentality of the Chilean 
government, and its subsidiary, Em- 
presa Nacional de Electricidad (En- 
desa). The plants which will receive 
the equipment are owned by Endesa; 
the loan, therefore, will be utilized by 
publicly owned enterprises, 

The Endesa loan agreement con- 
tains a description of the various 
plants and equipment to be financed. 
While the description is too long for 
full quotation here, we may note that 


the project covers the following: 
Copiapo Diesel Electric Power 

Plant, 4th unit; 

Los Molles Hydro-Electric Power 
Plant; 

Los Cipreses Hydro-Electric Power 
Plant; 

Pilmaiquen Hydro-Electric Power 
Plant, 4th unit; 

Secondary electrical distribution 
lines and equipment ; 
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hee irrigation equipment; 
an 
Construction equipment, 
nN the time it announced the loan on 
March 25, 1948, the World 
Bank stated : 

“The greater part of the hydroelec- 
tric development to be financed is in 
the central part of Chile, The supply 
of power today is insufficient to cover 
present and prospective needs. Total 
installed capacity in 1946 was about 
450,000 kilowatts, of which one-third 
was water-generated. Production in 
that year was 986,000,000 kilowatt 
hours. Chile possesses potential hydro- 
electric resources estimated at 6,000,- 
000 kilowatts, a large proportion of 
which it will eventually be profitable 
to develop in view of the high cost and 
relative insufficiency of coal and liquid 
fuels. 

“The program undertaken by Fo- 
mento through its subsidiary Endesa 
has already added 128,000 kilowatts 
to the installed capacity in the last five 
years. By 1955 close to 200,000 kilo- 
watts more are expected to be added. 
Of these, the loan from the Interna- 
tional Bank will finance about 81,200 
kilowatts—namely, a 54,000-kilowatt 
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plant to serve the major area of 
population, industry, and agriculture 
in and around Santiago; a 16,000- 
kilowatt plant to serve the north cen- 
tral part of Chile; a 10,800-kilowatt 
unit in the south central part of the 
country; and a smaller unit in the 
north. All this development is con- 
nected with mechanical irrigation proj- 
ects, and the secondary distribution of 
electricity.” 
The Chilean government has yet to 
ratify the loan agreement, 
O F the French loan of $250,000,000 
announced in May, 1947, a con- 
siderable part of the proceeds has been 
utilized by the French railways and 
public utilities. The total amount go- 
ing to such enterprises has not been 
established as yet. As in the case of 
the loans to other European countries, 
the amounts of loan-financed raw ma- 
terials utilized by various industries is 
not determined until the bank’s field 
representatives complete their investi- 
gation of the end use of all purchases. 
To date the bank has investigated the 
end use of about $175,000,000 worth 
of supplies and equipment out of the 


France 


e 


LIST OF CREDITS MADE BY THE WORLD BANK TO 
FOREIGN COUNTRIES, PART OF WHICH WERE FOR 
PUBLIC UTILITY PURPOSES 


Country Total Credit 


Chile 


Netherlands 
Denmark 
Luxembourg 
Brazilt 


Amount for 
Utility 

$ 13,500,000 

38,000,000 

3,750,000 


1,000,000 
75,000,000 


$131,250,000 


Purpose 
Hydroelectric and power 
Railways 
Coal for utilities 


Railways 
Electricity and telephone 


* Estimates of amounts for utility purposes not available but represents a substantial portion. 
+ Loan made to private utility company through foreign government guaranty. 
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total of $250,000,000. The following 
information has been verified : 

Railways — Equipment furnished 
the French National Railways includes 
more than 100 locomotives of different 
types and a large volume of spare parts 
for construction and repair of locomo- 
tives and freight cars. 

In addition, raw materials financed 
by the World Bank and utilized by the 
railways include a large tonnage of 
steel products and nonferrous metals, 
and about 1,650,000 tons of coal. 

The bank’s investigations have 
shown that to date more than $38,- 
000,000 out of the loan has gone to the 
French railways.! 

Public Utilities — Earth-moving 
equipment has been furnished hydro- 
electric projects in the Rhone and 
Rhine valleys: the Cie. Nationale du 
Rhone and the Electricité de France. 
In addition French hydroelectric power 
plants and gas works have received 
out of the loan proceeds steel products, 
nonferrous metals, and coal, the gas 
works concerned being the Groupment 
Charboniers Gasiers. 

To date the World Bank reports 
that some $28,000,000 of the loan 
have gone to public utilities, 

The borrower is Credit National, a 
semipublic French company. The loan 
is guaranteed by the French govern- 
ment, The railways and public utility 
companies which are the ultimate re- 
cipients are also publicly owned. 


Netherlands 


QO’ the Netherlands loan of $195,- 
000,000 announced August 7, 


10f the $38,000,000, $1,800,000 represents 
locomotives purchased in Canada and $1,300,- 
000 railway cars and equipment bought in the 
United States. These figures do not include 
freight charges. 
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1947, only a minor part has not gone 
to public utilities, which have received 
some assistance through use of raw 
materials provided under the loan. 
The bank’s investigations of the use 
of some $7,500,000 of loan-financed 
coal have shown that more than 50 per 
cent of this has been utilized to date 
by railways and gas works. 

The borrower is the Dutch govern- 
ment. The Dutch railways are publicly 
owned. Most of the gas companies 


which are among the ultimate recipi- 
ents are privately owned in Holland. 


Denmark 
QO’ the Danish loan of $40,000,000 
announced August 22, 1947, a 
portion has been of indirect benefit to 
the communications industry through 
acquisition of raw materials. The 
bank’s investigations have shown that 
loan-financed copper and lead have 
been furnished the Northern Cable & 
Wire Works Company which produces 
transoceanic cables. 
The borrower is the Danish govern- 
ment, The cable company is privately 
owned. 


Luxembourg 


QO’ the loan to Luxembourg of 
$12,000,000 announced August 
28, 1947, the bank’s investigations to 
date have shown that more than 
$1,000,000 has been utilized by the 
railways for the purchase of rolling 
stock. 

The borrower is the Luxembourg 
government. The railways are publicly 
owned. 

Brazil 
HE World Bank has been holding 


discussions with representatives 
of the Brazilian Traction, Light & 
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Power Company, Ltd., and with rep- The applicant, a privately owned 
resentatives of the Brazilian govern- company incorporated in Canada, 
ment, as guarantor. The project sub- owns the operating companies in 
mitted by the company contemplates Brazil. The loan would be guaranteed 
aloan of $75,000,000. The loan would by the Brazilian government. 

be used to finance the generation, trans- 
mission, and distribution of hydroelec- 
tric power, as well as for light and HE bank has been discussing two 
telephone plant additions. loans—one to the Federal Elec- 


e 


MARSHALL PLAN ELECTRIC POWER REQUIREMENTS 


(A) NatIonat ProcRaMs 
Proposed Additions to Generating 
Capacity, 1948 to 1951 (or later) 
Kilowatts 
Area 1,000’s Population (Thousands) 

Country Square Miles 1,000’s Thermal Hydro Total 
Austria ; 6,534 165 1,370 1,535 
Belgium . , 736 12 748 
Denmark . 3,550 308 None 308 

41,928 810 1,390 2,200 

6,500 276 9 285 

108 cos — 

4,229 50 107 

41,176 : 2,500 

Luxembourg / 300 32 

Netherlands . 8,000 N 260 

Norway . 2,809 600 

Portugal ’ 6,660 : 269 

Sweden . 6,141 

Switzerland : 4,066 f - 

Turkey : 13,650 226 

United Kingdom .... ‘ 45,890 4 6,438 

Western Germany 

Bi-Zone 
(British and U.S.) 38,200 , 4,845 
French Zone : 6,200 N 39 
, 800 98 


Mexico 





Total 
Western Germany ® 45,200 4,982 





Total Na- 
tional Programs 1,374.6 244,833 14,578 21,445 


(B) INTERNATIONAL PRoGRAMS—GLOBAL DATA 


349 
120 


1,422 


Austria, Switzerland, 





Total Interna- 
tional Programs 1,891 





Total National 


and International 
Programs 1,374.6 244,833 14,993 8,758 23,751 


Continued on following page. 
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(C) INTERNATIONAL ProcRAMS—Project DETAILS 


Country Installed 
capacity 
(thou- 


to which 
supply 
would be 
given 
Italy 


Name of plant 
(B—brown coal) 
(G—geothermic) 

(H—hydro) 
Adige Noce (H) 
Bouthier (H) 
Fessenheim (H) 
Goldenberg (B) 


Larderello (G) Italy 
Piave (H) Italy Italy 
Saca Molveno (H) Italy Italy 


— Italy 
Upper Inn (H) 


Country 
in which 
situated 
Italy 
Italy Italy 
France France 
Germany pat 

Benelux! 
Italy 


Switzerland }Austria 
Italy France 
ermany Benelux! 


1 Belgium, Netherlands, and Luxembourg. 


Annual Production 
(Millions Kw. Hr.) 
Insix Period 
winter for 
months con- Cost Cost 
struc- (mil- per 
Yuse tion lion Kw. 
factor (yrs.) 


Total 


%o use 

factor 
45% 150 
9 518 
81 350 
69 —_ 


76 
24 
32 


34 
76 


33% 


sand 

Kw.) 
140 
972 
120 
190 


75 
130 
180 


349 
150 


12 
67 


76 
26 
38 


27 


1,047 
1,000 


6,645 


2Of this total, $200,000,000 is to be obtained from the United States to cover cost of 


equipment and material. 


tricity Commission, an instrumentality 
of the Mexican government; the other 
to the privately owned Mexican Light 
& Power Company. The loans under 
discussion would be used wholly for 
power projects — hydroelectric and 
steam plants; transmission lines and 
distribution. 

In one case the borrower would be 
an instrumentality of the Mexican 
government. In the other, the bor- 
rower would be the privately owned 
company. Both loans would be guaran- 
teed by the Mexican government. 


Philippine Islands 


| jf OLLOWING several weeks’ conversa- 


tions in Washington with a 
Philippine Financial Mission headed 
by the Minister of Finance, the World 
Bank in September announced that 
it had received from the government 
of the Philippines a formal application 
for a loan to finance the foreign- 
exchange cost of four hydroelectric 
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projects and a fertilizer plant. Al- 
though the conversations had been the 
most comprehensive ever undertaken 
by the bank with a member, details 
of the power projects are not available 
at the bank. 


Economic Coéperation Administration 


te Marshall Plan will play an 
important rdle in the reconstruc- 
tion and development of electric power 
and transportation in western Europe 
and China. At this writing ECA states 
that the final programs for Europe are 
not yet available, and any aid which 
utilities there have had from ECA to 
date has been indirect, as through the 
supplying of fuel and raw materials 
not specifically marked for their use. 

In the absence of any statistical in- 
formation on ECA help to foreign 
utilities and railroads to date, a re- 
view of the preliminary European 
programs for utilities may not be out 
of place here. For such a review we 


862 





Al- 
1 the 
aken 
tails 
lable 


tion 


an 
ruc- 
wer 
ope 


FEDERAL FINANCIAL AID TO FOREIGN PUBLIC UTILITIES 


are indebted to Walker L. Cisler, ex- 
ecutive vice president of the Detroit 
Edison Company and currently con- 
sultant to the ECA on foreign electric 
power development. 

The extensive power program of the 
Marshall Plan nations of Europe will, 
according to Mr. Cisler, greatly in- 
crease their total production capacity 
and promote their social, economic, 
and political recovery, The countries 
which have heretofore been in the lead 
in developing their power resources 
are the ones with the most ambitious 
plans. As shown in Mr. Cisler’s tables, 
reproduced on pages 861 and 862, the 
European utilities programs fall into 
two categories: those to be mostly na- 
tionally financed, and those to be en- 
tirely internationally financed, chiefly 
by the ECA. The former programs 
call for the installation of 21,445,000 
kilowatts of capacity. The international 
programs call for an additional 2,306,- 
000 kilowatts. Of the estimated $5 bil- 
lion cost of the national programs, the 
United States is asked to supply 
$300,000,000 for materials and small 
equipment. 


Wwe these programs are carried 
out, the generating capacity of 
the Western European countries, in- 
cluding Germany, Greece, and Turkey, 
will be 49 per cent greater than in 
1947, 

In addition to the $300,000,000 
which the United States is expected to 
supply for the national plans, the in- 
ternational plans will cost the United 
States an additional $315,000,000. Of 
this, $200,000,000 is to be for generat- 
ing units, both thermal and hydraulic. 
Mr. Cisler adds: “It will probably re- 
quire two to four years longer [than 


the four years embraced in the ERP] 
to complete the program even with as- 
sistance from the United States in the 
form of loans, materials, and equip- 
ment.” 

Some of Mr. Cisler’s observations 
on the power systems of individual 
European countries participating in the 
ERP are reproduced below. 


UnitTep Kincpom SysTEM 


HE present power expansion pro- 

gram is an extensive one and will 
add materially to their industrial 
capacity. Much of their manufacturing 
capacity to build heavy power equip- 
ment is required to meet the expansion 
program. In fact, the program has 
been curtailed in order to export such 
apparatus which will improve the trade 
balance. Furthermore, completion may 
require six years as compared to four 
years before the war. 


FRENCH POWER SYSTEM 


HE French electric power system 

is a combination of thermal and 
hydro-generating stations intercon- 
nected by extensive high-voltage trans- 
mission lines. The thermal plants are 
located principally in the northern half 
of the country and the hydro plants in 
the southern half—in the Alps, Massif 
Central, and the Pyrenees. During the 
season of high run-off of water result- 
ing from rains and the melting of snow 
and ice from the mountains, the flow 
of energy is northward, In the dry 
season, the reverse is true. Consequent- 
ly, the transmission lines are heaviest 
leading between the north and the 
south, Additions to both the thermal 
and hydro capacity are being made, 
with the latter being favored because 
of the fuel situation. 
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The largest hydro installation in 
Western Europe is being built on the 
Rhone at Genissiat, close to the Swiss 
border. Thermal capacity additions 
are being made by installing large units 
to operate at high pressures and high 
temperatures to conserve scarce fuel. 
Experiments are being conducted with 
extra-high-voltage transmission to en- 
able the bulk transmission of power be- 
tween the south and the north. 

About two years ago, France na- 
tionalized the electric power utilities. 
This measure was enacted at a time 
when somewhat radical elements were 
in national control. It is doubtful if 
such a measure could be enacted today. 
Rates for service have been substan- 
tially increased. Fortunately, the key 
personnel in the nationalized organiza- 
tion have been drawn from those seg- 
ments of the industry which formerly 
comprised the individual organizations 
and systems, These men are highly 
qualified by experience and it is to be 
hoped that France will continue them, 
or equally qualified men, in positions of 
responsibility and authority. 


BetciumM Power SysTtTEM 


BS iee Belgian electric power system 
derives practically all of its energy 
from thermal plant generation with a 
relatively small amount of hydro, The 
transmission lines provide almost a 
complete ring around the country and 
in part pass through the coal-mining 
areas where some of the power plants 
are located. It is a well-codrdinated 
system and is mostly composed of 
private companies. It is important to 
the industrial and economic prosperity 
of Belgium. The Belgian system is in- 
terconnected with those of the Nether- 
lands, France, Luxembourg, and, im- 
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portantly, Germany. Extensive plans 
for improvement and development are 
under way. The people in the industry 
are very capable and experienced. Their 
wartime opposition to German aims is 
a remarkable story of subtle determined 
resistance. 

The electric power system of Lux- 
embourg is relatively small, but im- 
portant because it is intimately tied in 
to the steel industry in the country. 
It is interconnected with the Belgian 
and French systems, Luxembourg is 
interested in an extensive hydro devel- 
opment on its borders which would 
involve Western Germany. 


NETHERLANDS POWER SYSTEM 


Sie Netherlands power system is 
essentially a thermal system with 
some of the major generating facili- 
ties located in the coal-mining areas of 
the Limburg Province. It is important 
to the industrial and economic pros- 
perity of the country. A remarkable 
recovery has been made since the days 
of September, 1944, when the first 
power facilities were recovered from 
the Germans. The Germans had de- 
stroyed almost 80 per cent of the 
power-generating facilities. Words 
cannot fully express the spirit with 
which these people went to work to 
repair the plants and to get the facili- 
ties back in operation. Extensive addi- 
tions are in progress. The system is 
interconnected with that of Belgium 
and Germany and is directed by able 
and experienced people. 


Swiss Power SysTtEM 


5 iw Swiss electric power system 
is practically all hydro. It is ex- 
tensively interconnected with France 
and Germany and to a much lesser ex- 
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Aid to Utility and Railway Projects 


cé HE International Bank for Reconstruction and Development 
assists public utility and railway projects in member countries 

both directly and indirectly. Direct aid is given through the financing of 

equipment for such enterprises. Indirect help is furnished through the 
financing of raw materials used by utilities and railroads.” 





tent with Italy. Additional hydro sites 
are being developed and the largest gas 
turbine ever built is now being made 
for installation in Switzerland, The 
Swiss use electric power for industrial 
heating purposes in place of coal. This 
is an important consideration because 
if coal can be made available to the 
Swiss, they can export hydro power 
which would otherwise be used within 
the country, This has been an impor- 
tant consideration in determining the 
interconnections with France and Ger- 
many and involves the most effective 
use of the generating capacity for pur- 
poses which could not be served other- 
wise. The Swiss have had long experi- 
ence and are among the best electric 
power people in the world. 


AUSTRIAN POWER SYSTEM 


Lo Austrian electric power sys- 
tem is largely interconnected ; the 
hydro-generating plants being in the 
western half and the thermal plants in 
the eastern half. Fuel oil sources are in 
the latter, which is in the Russian 


Zone of occupation, Interchange be- 
tween the East and the West is im- 
portant and presents a major problem 
if there is to be coordinated operation 
of the combined power facilities. The 
Germans in occupying Austria devel- 
oped hydro resources for export of 
power into Germany and for metals 
production. The ownership of these fa- 
cilities and their final disposition have 
been a vexing problem for our Military 
Governments in Germany and Austria. 
The development of these potential 
water-power sites is an international 
matter of major importance in plan- 
ning the expansion of electric power 
resources in Europe. 


ITALIAN POWER SYSTEM 


HE Italian power system was an 

extensive one utilizing hydro re- 
sources for about 94 per cent of the 
power generated prior to the war, Gen- 
erating stations and transmission lines 
were severely damaged in the opera- 
tional areas largely because of demoli- 
tion on the part of the Germans as 
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they retreated up the long peninsula. 
This damage has necessitated exten- 
sive repairs and replacements, Except 
for coal deposits in Sardinia, which 
in the past have been little used in 
power plants, Italy must look to its 
hydro resources for power generation 
or import fuel. The system comprises 
frequencies of 42, 45, 50, and some 
16% cycles. 

It was in Naples where three subma- 
rines were tied together in series elec- 
trically to generate power for essential 
water pumping and other civilian 
needs. The story of what happened to 
the electric power systems in Italy dur- 
ing the war and how they were repaired 
would be a subject for an entire paper. 


GERMAN PoweR SYSTEM 


SE Bas German electric power system 
was the second largest in the 
world, exceeded only by that of the 
United States. It is extremely impor- 
tant to the recovery of Germany as 
well as to the other countries which 
are electrically interconnected with it. 
It may well be even more extensively 
interconnected in the future because 
of the great deposits of brown coal. 
This fuel must be used for power gen- 
eration at the mine site, because it is 
not suitable for long transportation 
without special preparation. German 
major interconnections are with the 
Netherlands, Belgium, France, Swit- 
zerland, and Austria, 

The importance of Western Ger- 
many in the European power and in- 
dustrial picture cannot be overempha- 
sized. It has appropriately been said 
that Western Germany is the key to the 
future industrial prosperity of West- 
ern Europe. It contains much of the 
industrial capacity of Germany and is 
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composed of the British, American, 
and French Zones of occupation, and 
the Saar. More than half of the total 
power-generating capacity of Germany 
was located in this area. Fuel resources 
made up of hard and brown coal pro- 
vided the greatest source of power 
generation. The brown coal deposits 
are of special importance because they 
not only afford the quickest and least 
expensive thermal developments for 
power generation, but also because us- 
ing this fuel saves the hard coal for 
other urgently needed purposes. 
ECA’s CHINA PROGRAM 
| ype China program for this year 
began to take final shape in Sep- 
tember, when the organization an- 
nounced provisional allocation of 
$35,000,000 for replacement projects 
and an equal sum for new industrial 
and transportation facilities. Most of 


the China program authorized to date 
is earmarked for railroads and power 
systems, in which category are the 
following “replacement” allocations: 


The Canton-Hankow Railroad, 
from the Yangtze valley to the South 
China coast, the backbone of trans- 
portation in South China—$5,000,000. 

The Chekiang-Kiangsi Railroad, 
connecting the Yangtze Delta with the 
Canton-Hankow line through a rich 
area south of the Yangtze—$2,500,- 
000. 

The Peiping-Tientsin Railroad in 
North China, which links these two 
major centers and runs to the north, 
tapping the Kailan coal-mining area 
—$1,500,000. 

The Taiwan Railroad, along the 
west coast of Formosa—$1,500,000. 

The Yangtze Power Company, 
which serves the Nanking area — 
$1,200,000. 

The Hankow and Chungking power 
systems — $300,000 and $250,000 re- 
spectively, 
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A number of small power plants 
in Central and South China, operated 
by the Chinese National Resources 
Commission—$2,500,000. 

The Peiping-Tientsin power grid, 
the most important power network in 
North China, and power facilities in 
the important industrial centers of 
Taiyuan (Shansi), Mukden (Man- 
churia), and Tsingtao (Shantung)— 
a total of $2,000,000. 

The Taiwan Power Company net- 
work, which supplies the very active 
and important industries on the island 
of Formosa—$2,500,000. 


At funds for replacement equip- 
ment are to be furnished to China 
on a grant basis. The individual enter- 
prises aided will be required to make 
repayments in local currency, which 
will be deposited in the special local- 
currency account under the joint con- 
trol of the Chinese government and 
ECA. The allocation of funds for new 
reconstruction projects is under discus- 
sion with the Chinese government. 
The $70,000,000 earmarked for re- 
placement and reconstruction pur- 
poses represents a combination of the 
$60,000,000 initially set aside for new 
projects and the $10,000,000 proposed 
for replacement parts and equipment, 
at the beginning of the ECA China 


Program. 


ECA states that arrangements are 
being worked out also to insure that 
the material and equipment to be fur- 
nished by ECA will be procured, 
shipped to China, installed, and put 
into effective use—that they will not 
come to rest in warehouses or be di- 
verted to unproductive uses for lack of 
adequate preparation, financing, or 
supervision. 

ECA has had under study a plan to 
form in the Shanghai area a “United 
Power Company” composed of exist- 
ing companies, including the Ameri- 
can-owned Shanghai Power Company. 


. qm to recent press reports, 
hopeful Orientals are discussing — 
a Marshall Plan for Asia, including 
Pakistan, India, Burma, the Dutch 
East Indies, China, and Japan. At New 
Delhi, where the planning has its 
headquarters according to the report, 
a 5- to 10-year program visualizes de- 
velopment of hydroelectric power, 
transportation, and industry. Similar 
thinking was revealed by Latin Ameri- 
can businessmen in September at the 
Chicago meeting of the Inter-Ameri- 
can Council of Commerce and Produc- 
tion. Secretary Marshall seems to have 
started something. 





be y= cannot be as effective or as important, alone, as your father and 

grandfather were. But you can be more effective than they were 
if you will set out to learn to multiply your personal skill and ability and 
energy by the skills and abilities and energies of the people among whom 
you live and work. The importance of learning to work and live with 
others cannot be overemphasized. I read recently that 87 per cent of all 
persons who lose their jobs lose them because they cannot get along with 


other people. 


“This is the art of living which you must master. It offers pioneering 
opportunities for those who have or can develop, the ability to solve the 
problems of group living and working which are responsible for today’s 
international tensions, and for labor and political strife in our own 


country.” 


—FRANKLIN J. LUNDING, 


President, Jewell Tea Company, Inc. 
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Reclamation Meeting Sizzles 


OWER policies of the Federal govern- 

ment were hit by National Reclama- 
tion Association President H, E. Polk, 
at the association’s convention in Okla- 
homa City, Oklahoma, last month. He 
said that a continuation of these policies 
would lead to the government’s taking 
over the power business in the West. 
Polk asked that the Bureau of Reclama- 
tion charge rates for power high enough 
to repay the cost of power facilities, with 
interest, as rapidly as possible. 

One thing Polk grumbled about was 
Secretary of Interior Krug’s administra- 
tive order of August, 1948, setting up 
“field committees” in each reclamation 
region apart from the regular Reclama- 
tion Bureau machinery. These bodies, 
according to Polk, could easily be trans- 
formed into regional authorities, by 
merely dropping a small, but important, 
paragraph from the order creating 
them. Such a “minor” change would 
make the new groups (based on the old 
coordinating committees) independent 
and responsible only to the Secretary of 
Interior. 

Krug’s regional committees were de- 
fended by Assistant Secretary of In- 
terior Warne. He called them “pro- 
moters of teamwork.” He did not, 
however, explain why the older “codrdi- 
nating committees” were revamped or 
what prompted the reorganization. 
Warne stated, however, that such re- 
gional planning is scheduled to be 
extended to other geographical areas, 
including the Arkansas and Rio Grande 
basins. 


oO to regional authority 
control “either by legislation or 
DEC. 16, 1948 


administrative edict,” Polk declared, is a 
principal plank in the association’s plat- 
form. One association committee report 
recommended that the present Reclama- 
tion law should be modified so as to end 
the practice of making long-term con- 
tracts under which the United States 
would sell water perpetually as a public 
utility. Representative Jensen (Republi- 
can, Iowa), well-known bureau critic, 
was opposed to the stand taken by the 
association on Federal aid to small irri- 
gation projects. “Uncle Sam does not 
have enough money—you have not put 
in enough tax dollars—to do the job as 
it should be done,” Jensen said. He ex- 
pressed the belief that small projects 
could be done more cheaply by local 
agencies. He continued his stand (taken 
in the 80th Congress) against Federal 
ownership and construction of transmis- 
sion lines. 

“Transmission lines must be built to 
distribute public power economically and 
efficiently,” according to the message 
sent by Secretary Krug to the conven- 
tion. This controversial issue was 
frequently featured in arguments on and 
off the convention floor. Reclamation 
Commissioner Straus urged the associa- 
tion to purge itself of certain “in- 
fluences.” Straus said: 

This association . . . is in peril, . . . in re- 
cent years some interests moved in that have 
special ends. . . . They are powerful cor- 
porations or corporate agents and employees 
who paid a good price for admission and 
claim the paymaster’s privilege of calling 
the tune... . There were fifty-nine members 
affiliated with public utilities the last time 
Congress saw the score, and nobody revealed 
how much money they put up. Now these 
utilities, according to their own testimony 
in Congress, are more interested in preserv- 
ing their own power monopolies than ad- 
vancing reclamation. It is their undeniable 
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right and privilege to protect their monopo- 

lies if they so desire. And you can rest as- 

sured that the power utilities can be trusted 
to care for themselves without the National 

Reclamation Association carrying that 

burden for the power companies. 

Robert W. Sawyer, past president of 
the association, reportedly labeled the 
present bureau practices as “completely 
dishonest.” 

Assistant Secretary Warne declared 
that the 80th Congress reduced appro- 
priations for the Davis dam transmission 
system in its policy of snipping off trans- 
mission lines, but expressed the opinion 
that the 8lst Congress would reverse 


that policy. 


TS association approved the build- 
ing of “nonduplicating” transmis- 
sion lines by government to carry power 
away from government dams. Its rec- 
ommendations omitted all mention of 
the 160-acre land limitation controversy. 
It reiterated its stand against TV A-type 
valley authorities, but suggested adop- 
tion of a Pick-Sloan (Reclamation 
Bureau-Army Engineers development) 
plan for other major river basins. It 
voted against “undue Federal interfer- 
ence with local projects.” While the 
convention endorsed repeal of many rid- 
ers and restrictions, imposed on the 
Bureau of Reclamation by the last 
Congress, it failed to ask repeal of the 
rider which would remove Straus and 
Regional Director Boke from office on 
January 31st. All officers were reélected 
for another term. Salt Lake City, Utah, 
was the site chosen for the 1949 con- 
vention. 

Reclamation Bureau’s 6-year power 
program was given a new lift by Secre- 
tary of Interior Krug at the Oklahoma 
City convention. The program was first 
outlined at the 1947 National Reclama- 
tion Association convention, and is 
favored over a more ambitious 10-year 
program which the bureau has been 
withholding for the past year. The 6- or 
7-year program, running from 1948 to 
1954, would, it is claimed, double the 
quantity of irrigated land in the United 
States, and treble the present bureau 
hydroelectric production. The plan is 


869 


embodied in an elaborate report “The 
Reclamation Program — 1 1954,” 
which was prepared by Commissioner 
Straus at the request of Representative 
Welch (Republican, California), chair- 
man of the House Public Lands Com- 
mittee. 

It would require $3,891,900,000 
over the next seven years, or about 
$500,000,000 a year. 


> 


Another St. Lawrence Row? 


IGNS are increasing that the St. 

Lawrence power development pro- 
posal of New York state and the 
Province of Ontario may be blocked 
from the left by Federal public power 
enthusiasts, just as earlier St. Lawrence 
schemes were blocked from the right by 
Atlantic port Congressmen and shipping 
interests. It may seem strange but it is 
the seaway advocates, led by a Republi- 
can Senator, Wiley of Wisconsin, who 
have followed up the recent election sur- 
prise by reviving efforts to keep the 
joint New York state-Ontario plan for 
independent power development from 
going through. 

This could be accomplished by con- 
gressional action which would with- 
draw the matter from the jurisdiction 
of the Federal Power Commission by 
enacting a Federal program for St. 
Lawrence development. The Connecti- 
cut CIO Council is asking Governor- 
elect Bowles to call a conference of New 
England governors to obtain quick con- 
gressional action on legislation that 
would ensure the reservation and distri- 
bution of St. Lawrence power to the 
New England states. 

Shortly after President Truman let it 
be known that he was not in favor of 
independent hydro power development 
on the St. Lawrence, politics began to 
rear its ugly head at the international 
level of approval by the International 
Joint Commission. As a matter of fact, 
politics even got in ahead of that point 
by — transmission of the proposal 
through the State Department. But 
these are at best only temporary ob- 
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stacles in the absence of any decisive 
Federal legislation. 

While the exact form of any proposed 
Federal legislation is not known, it 
would, if enacted, either withdraw the 
whole matter from the jurisdiction of 
the FPC or, as an alternative, impose 
such burdensome restrictions on New 
York state and the Province of Ontario 
that the latter might not be disposed to 
go through with the plan for joint hydro- 
electric development. The outcome 
seems to be a matter of timing. If the 
FPC should approve the New York 
state-Ontario program before Congress 
acts, the matter might well be out of the 
hands of both Congress and the admin- 
istration. 

Aside from that, there will be op- 
position in Congress against interfer- 
ing with a state-financed project, merely 
to ensure Federal spending. 


> 


More Project Schemes 


geome public power projects which 
are due for early revival in the 81st 
Congress include, of course, the peren- 
nial bill by Senator Murray (Democrat, 
Montana) to establish a Missouri Valley 
Authority. Senator Murray hopes to get 
away to an early start by short-circuiting 
any lengthy committee hearing proce- 
dure. In a recent statement, the Mon- 
tana Senator said he was optimistic that 
progress could be made on the basis of 
extended hearings already held. But it 
is a safe bet that there will be quite a few 
folks in Washington, both inside and out- 
side of Congress, disposed to kick a 
chock under the wheels of any precipi- 
tate progress on Murray’s bill. These 
might well include officials of old-line 
departments who have never looked with 
too much enthusiasm on these new- 
fangled autonomous boards. 

Army Engineers, for example, al- 
ready has served notice that it will “not 
recommend” any new departure in the 
administration and control of multipur- 
pose projects constructed in the Colum- 
bia river basin. This is seen as a broad 
hint that Army Engineers will be found 
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among the opponents of bills to create 
autonomous authorities, 4 la TVA, for 
both the Columbia river and the Mis- 
souri river. Another small cloud on the 
horizon of public power enthusiasts is 
the announced intention of Senator 
Byrd (Democrat, Virginia) to seek con- 
gressional approval of his plan to put the 
entire Federal budget into one instead 
of a dozen appropriation bills each year. 
While this plan, even if adopted, could 
not affect appropriation bills for 1949 
(already in the process of budget ap- 
proval), it would in the future put a 
damper on indiscriminate appropriations 
for all purposes by putting armaments, 
farm subsidies, etc., in competition with 
public power proposals by placing them 
under the same appropriation ceiling. 
The name of Hoover dam may be 
changed back to Boulder dam. Former 
Interior Secretary Ickes, who enjoyed 
considerable postelection influence with 
the Truman administration before a 
tardy column publication revealed him 
as just as poor an election “guesser” as 
others, is pressing for such action. 


’ l ‘HE entire Maine delegation to Con- 
gress is preparing to endorse a 
revival of the Passamaquoddy power 
project. This follows the recent action 
of both the United States and Canada in 
asking the International Joint Commis- 
sion to review the Qudddy program. 

It is now pretty well established that 
the Hoover Commission (to reorganize 
Federal bureaus) will recommend a new 
Department of Public Works. Senator 
McClellan (Democrat, Arkansas) dis- 
closed this development last month, stat- 
ing that he would oppose such a recom- 
mendation, because it would take flood 
control away from Army Engineers. It 
is reported that, under the Hoover plan, 
reclamation would be included under the 
new department, which would be head- 
ed by a Cabinet officer. Although 
President Truman has announced that 
he hopes Congress will give serious con- 
sideration to all Hoover Commission 
recommendations, it is believed that this 
particular recommendation faces formi- 
dable if not insurmountable barriers. 
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and Comment 


By OWEN ELY 


Bull or Bear Market? 


pereorgee of the Dow theory and 
other students of chart lore use cer- 
tin “signals” and “penetration points” 
as indications of whether we are in a 
bull or bear market. Over the past two 
years, with the stock market seesawing 
in a comparatively limited range, these 
signals have not proved very profitable. 

From mid-1942 to mid-1946, we en- 
joyed a 4-year bull market (with a 12- 
month rest in 1943-44). This move cov- 
ered about the same ground as the bull 
market of 1934-37, but reached a slightly 
higher level at 2124 for the Dow indus- 
trial average. Then came the sharp drop 
in the summer of 1946 to the 163 level 
(the “tip-off” being the failure of new 
stock offerings in the late spring, after 
earlier issues had met with huge de- 
mand). The range of the Dow average 
in 1947 approximated 187-163 and this 
year 193-165. (The average is now 171, 
as of November 30th.) 

The question now arises—have we 
been in a bear market for two-and-a-half 
years without realizing it? Or are we 
merely in a “consolidating” phase of a 
lng bull market like that of 1921-29? 
In the two years ending October, 1924, 
the market fluctuated roughly between 
105 and 87—almost equivalent on a per- 
centage basis to the trading range of the 
past two years. Again in 1925-27 the 
market fluctuated for about a year and 
ahalf in a range between 135-167 be- 
fore resuming the major uptrend. Also 
in the recovery from the historic bear 
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market of 1929-32 the market, after a 
sharp rise from 41 in 1932 to 109 in 1933, 
seesawed between 84 and 110 for nearly 
two years before the big advance to 194 
got under way. However, it must be ad- 
mitted that the present irregular trading 
range (since the big drop of 1946) has 
extended over such a long period that 
even if an uptrend gets under way in 
1949 this may be considered by the tech- 
nicians as a new bull market rather than 
a continuation of the old. 


HAT are the chances of such an up- 

trend occurring? At the present 

time the usual year-end tax selling and 
switching operations militate against any 
immediate recovery, except perhaps for 
the usual late holiday flurry. Potential 
war with Russia has now been super- 
seded by a possible increase of Federal 
income taxes on corporate incomes as a 
market bugaboo. There also has been 
some apprehension over lower retail sales 
as compared with a year ago, though this 
has been attributed hopefully to the un- 
seasonably warm weather in November. 
However, despite irregularities in con- 
sumer goods, activity in the heavy in- 
dustries continues unabated. The Fed- 
eral Reserve index of production has 
reached a new peacetime high of 195. 
According to government estimates, con- 
struction activity next year will set a 
new high at an estimated $18} billions. 
The Federal Security Agency’s predic- 
tion of employment for 1949 shows sus- 
tained over-all employment with labor 
demand from steel and other durable 
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goods industries offsetting any declines 
that may take place in such lines as shoes, 
textiles, and furniture, where supply is 
catching up with demand. Their October 
figure was just over 60,000,000 gainfully 
employed. 

Regarding reimposition of economic 
controls at Washington, Dr. Nourse, 
chairman of the President’s Council of 
Economic Advisers, is said to have told 
military leaders that, if their demands 
for the next budget year go much beyond 
$15 billion, this would unleash “new 
forces of inflation” and hence require 
not only higher taxes but the reimposi- 
tion of various kinds of controls. While 
the whole program awaits clarification in 
January, Washington guesses at this 
time are that any revival of OPA may 
be avoided, but that Congress may be 
asked for some stand-by controls and 
probably some increase in the normal 
corporate tax rate. The Treasury De- 
partment, it is now thought, feels that 
an excess profit tax is too haphazard in 
its effects and too difficult to administer. 


€ Bom are plenty of earnings and 
dividend “ammunition” to stage a 
stock market recovery. Stocks are selling 
at extremely low levels based on such 
yardsticks as the relation of stock yields 
to bond yields. But any market recovery 
would probably have to be staged largely 
in the heavy industries and military spe- 
cialties, with consumers goods’ industries 
playing a minor role. With the exception 
of automobiles and houses, “pipe lines” 
to consumers have now been pretty well 
filled and, while some consumer stock 
groups have been unduly depressed, they 
can hardly be expected to furnish leader- 
ship in a rising market. The steels, 
metals, aviations, oils, etc., would seem 
in better position to lead the market out 
of the wilderness, if it can be done in 
1949, 

There is of course something needed 
besides staid investment demand to get 
the market out of its long trading rut; 
in recent years this has been largely off- 
set by European liquidation. It is always 
difficult to tell just what starts a specu- 
lative flare-up, but given the initial im- 
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pulse a bull market can frequently “fee; 
on itself” as fresh successes with indj- 
vidual stock groups attract new specula- 
tors into the market and revive lagging 
groups. Some of the tremendous funds 
used in commodity speculation and race- 
track gambling might again be detoured 
to stocks—though of course Wall Street 
doesn’t welcome that kind of buyer. 
Temporary pause in the European 
issue, checking of the Chinese de- 
bacle, congressional moderation in ap- 
plying controls or higher taxes—such a 
combination, if forthcoming, might per- 
mit renewed speculative interest in the 
stock market. Idle investment funds 
might then be spurred to seek placement. 

The Dow industrial average is now 
about 11 per cent below this year’s high 
and 19 per cent below the bull market 
top of 1946. The utility average is 10 
per cent below this year’s high and 26 
per cent below the 1946 top. Electric 
utility earnings are now making an im- 
proved showing, and this trend should 
continue in 1949 if Federal taxes are not 
boosted and if the “fourth round” of 
wage increases is moderate. But from a 
market standpoint the utilities remain 
handicapped. by continued pressure of 
new offerings—new money issues and 
rights plus holding company liquidation. 
However, they have recently given a good 
account of themselves (considering tax 
fears) and might well follow — though 
not lead—any general market recovery 
next year. 


> 
EEI Answers Twenty-four 


Questions 


bb: Edison Electric Institute has 
printed an interesting 32-page book- 
let containing the “answers to twenty- 
four questions frequently asked about 
the electric light and power industry.” 
Much of the information is summarized 
from the institute’s statistical bulletin 
and from FPC publications. With re- 
spect to financial data, the booklet shows 
where electric utility revenues “come 
from” and “where they go.” It shows 
their capital structure to be as follows: 
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Billions Per Cent 
Long-term debt .... 52% 
Preferred stock .... 17 


Common stock . 31 


$12.9 100% 


The institute estimates that there are 
about 3,000,000 stockholders, but does 
not attempt to adjust for individuals 
holding stock in more than one electric 
company, so that the figures are probably 
on the high side. The number of bond- 
holders cannot be estimated. However, 
75,000,000 holders of life insurance poli- 
cies together with 18,000,000 depositors 
in savings banks (and many others who 
have contributed to institutional funds) 
have an indirect interest in the utility 
business through institutional holdings of 
securities, principally bonds. The pres- 
ent $6 billion construction program is 
fnanced largely through these institu- 
tional savings. Thus, concludes the in- 
stitute, “nearly every man, woman, and 
child in America has at least an indirect 
fnancial interest in the business-man- 
aged electric companies.” 

According to a recent extensive survey 
by one electric company, investors hold- 
ing its securities are largely people in 
the middle income brackets with an in- 
come of about $4,700 a year. A typical 
stockholding is about 34 shares with a 
value of some $800. Twenty-four per 
cent of the stockholders are housewives. 
Fifty-five per cent of the company’s 
bonds are owned by life insurance com- 
panies, 


ie booklet also points out that the 
electric industry has ten times as 
much invested in plant per employee as 
the average manufacturing company— 
$55,000 compared with $5,471 for all 


manufacturing companies. Thus the 
sales turnover is comparatively slow as 
compared with investment. While a food 
company may turn over an amount equal 
to its assets in four to five months, it 
takes the utilities four to five years. 
Workers in the electric power indus- 
try had average weekly earnings of 
$57.04 last year compared with $49.06 
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for manufacturing industries, another 
EEI “answer” reveals. 

There used to be a great deal of left- 
wing criticism of the old NELA for its 
utility “propaganda,” particularly in the 
colleges and public schools (although 
left wingers themselves have now pretty 
well taken over the latter field). Un- 
fortunately, the publicity program in 
those days became “tarred” by associa- 
tion in the public mind with the promo- 
tion and manipulation of holding com- 
panies by questionable operators. But 
the need for honest and efficient “propa- 
ganda” is greater than ever, if only to 
serve as a backfire to the misrepresenta- 
tions spread by left-wing propaganda and 
innuendo, playing on popular ignorance 
and prejudice. 3 

The American Economic Foundation 
recently employed the Opinion Research 
Corporation of Princeton to make a poll ' 
of representatives of clergymen and so- 
cial science teachers, The misconceptions 
of this influential class of people thus 
revealed are almost fantastic, and indi- 
cate the need for strong defense of the 
capitalist system if it is to survive in a 
hostile political world. The answers (see 
Reader's Digest for December) indicate 
average opinion that only two-thirds of 
all wages and salaries go to people with 
incomes under $5,000, whereas actually 
the latter receive 90 per cent, and after 
adjustment for individual taxes 95. per 
cent. 

The preachers and teachers polled by 
Dr. Robertson also thought that individ- 
uals with income below $5,000 get_Jess 
than one-third of total dividends and in- 
terest, whereas actually they receive well 
over two-thirds, and after Federal tax 
adjustments 83 per cent. As to rents, 
the guess was that the under low-income 
people get only 30 per cent, whereas they 
receive 83 per cent, and after tax adjust- 
ments nearly 90 per cent. 


ow important are the individuals 
with incomes of $25,000 a year and 

over, after adjustment for their tax pay- 
ments? In 1917 they had about 7 per cent 
of the national income, in the depression 
year of 1932 3.4 per cent, in 1941 only 
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2.5 per cent, and in 1944 only 1.3 per 
cent. According to a recent issue of 
Trusts and Estates, a survey of 120 
largest manufacturing companies re- 
vealed only four in which any individual 
owned as much as 10 per cent of the 
voting stock. There were over 6,000,000 
stockholders for the 120 companies—al- 
most 40 per cent more than the total num- 
ber of employees. Twenty-four out of 
62 companies reported that no individual 
held as much as 1 per cent. Five out of 
six individual holders owned 100 shares 
or less, but 41 per cent of the shares were 
held by institutions representing millions 
of individuals, 

In the recent political campaign there 
was renewed mention of the “power in- 
terests” and “Wall Street” as dominating 
factors in the utility industry. The utili- 
ties can hardly be criticized if they 
make strenuous efforts to present a true 
picture of the ownership, control, and 
financial operations of the industry. Such 
much-needed “propaganda” could have 
beneficial effects in persuading Congress 
and the commissions to give the industry 
some fair consideration with respect to 
rates, taxes, and regulation. The vital 
necessity of giving the utilities fair treat- 
ment so that they can finance and com- 
plete their construction program cannot 
be overemphasized in view of the im- 
portance of electricity in peace and war. 
EEI can take a well-earned bow for its 
timely educational publicity. 


* 


Wall Street Comment on 
Utility Stocks 


| es the accompanying table are listed 
some of the recent analyses of utility 
stocks issued by Wall Street houses. We 
summarize some of these as follows: 
Andrew J. Heldrich of Reynolds & 
Co., in that company’s monthly utilit 
review for October, pointed out that 1947 
combined operating profits of nine elec- 
tric companies located in the Southwest 
increased 26 per cent over that of 1939, 
while that of ten northern companies de- 
creased 5 per cent in the same period. 
Both groups reduced rates about 16 per 
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showing of the southern companies were 
the larger gains in sales, plus favorable 
el costs. i i 


while that of coal increased 63 per cent 
Over the near-term future Mr. Heldri 

points out that the northern companies 
might improve their position somewhat 
through the leveling off in the price o 
coal, plus rate increases, while southe 

companies might be affected by a dropil: 
in farm income and a gradual increase 
in the cost of natural gas. However, he 
thinks that the thriving Gulf coast area, 


with its expanding oil, gas, and chemicalfy,. 


industries, should continue to outstrip the 
rest of the country in growth. 


AROLD H. YounsG, partner of East- 

man, Dillon & Co., in his November 
bulletin on “Current Developments in 
Utilities,” described the prospects for dis- 
tribution of remaining holdings of North 
American Company and the possibility: 
of eventual dissolution. He also men- 


tioned the probability that a new plang‘ 


would be filed for American Power & 
Light, possibly around December 8th, 
with SEC hearings probably around the 
year end. Mr, Young in his study of 
Cleveland Electric Illuminating, issued 
some weeks ago, described the prospects #\ 
for a further increase in earnings as a 
result of applications for adjustments in 
rate schedules. 

Josephthal & Co. suggests switching ™S 
from Northern Indiana Public Service to#: 
Public Service of Indiana, since the latter 
serves a better-balanced and more stable 
area and has a stronger capitalization and 
better integrated properties. 

Lawrence Cooper of Argus Research 
Corporation, in his study of Central & 
South West, concludes that the current 
offering of additional common shares is 
providing a good opportunity for in- 
vestors to increase their holdings of the 
stock, for high yield and eventual appre- 
ciation. He thinks that the issue will be 
transferred from the Curb to the Big 
Board after the offering has been com- 
pleted. 

David Cowan of Shields & Company 
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has prepared a 12-page analysis of 
‘Public Utilities — Earnings Perform- 
Gince and Differing Market Patterns.” 
The study discusses capacity and peak 
yads (with respect to regional power 
shortages), population changes and mi- 
ration of industry, variation in company 
Bamnings, and a 3-year “perspective.” 
Three lists of utility equities are pre- 
ented —18 stable income stocks, 9 
sormal-growth stocks with dividend- 
increase possibilities, and 7 stocks with 
“Hietter-than-normal appreciation possi- 
bilities. 

In discussing the 3-year perspective, 
Mr. Cowan remarks that by the end of 


1951 the utilities should have achieved a 
better balance between capacity and de- 
mand, permitting the industry to 
“breathe somewhat more freely.” While 
he seems a little skeptical of some of the 
“staggering forecasts” for further in- 
creases in capacity over the next decade 
or two, he has little doubt that residential 
business will continue to gain at a rapid 
rate over the foreseeable future. Sales 
of space heaters and water heaters, elec- 
tric ranges and television sets—all heavy 
current consumers—continue at a rapid 
rate. The heat pump has, of course, 
longer-term possibilities for a huge in- 
crease in load. Even those utility stocks 
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UTILITY STUDIES BY WALL STREET FIRMS* 


Utility 
American Gas & Electric 
American Gas & Electric 
Central & South West 
Central States Electric 
Cincinnati G. & E 
Cleveland Electric 
Chicago Corp. 
Electric Power & Light 
Electric Power & Light 
Federal Water & Gas 
Houston Lighting 
Northern States Power 


Public Service of Colo. 

Pub. Ser. of Ind, v. No. Ind. Pub, Ser. 
Southwestern Pub. Ser. 

Southern Calif. Edison 

Texas Eastern Trans. 


General Topics 


Earning Power of Electric Utilities 

*Public Utility Industry 

Unlisted Electric Utility Stocks for In- 
come and Profit 

listed Electric Utility Stocks for High 
Yield and Appreciation 

Utilities—Earnings Performance and 
Differing Market Patterns 

*Current Developments in Utilities 
Electric Operating Company Equities 
Company Comparisons in Electric Util- 
ity Industry 

*Review of Utility Developments 


Firm 
E, F. Hutton 
Fahnestock 
Argus Research 
Thomson & McKinnon 
Reynolds 
Eastman, Dillon 
Shearson, Hammill 
Eastman, Dillon 
Dreyfus 
Goldman, Sachs 
Harris, Upham 
Goldman, Sachs 
Penington, Colket 
Glore, Forgan 
Pressprich 
Josephthal 
Amott, Baker 
Argus Research 
Shearson, Hammill 


Paine, Webber 
Reynolds 


Paine, Webber 
Paine, Webber 
Shields 
Eastman, Dillon 
Bache 


Green, Ellis 
Josephthal 


Month 


October 
August 
October 
November 
November 
September 
September 
September 
September 
September 
September 
September 
October 
November 
October 
November 
September 
October 
September 


August 
November 


October 
October 
October 
November 
September 


September 
November 


Leal el Sl ecmanalal | ava 


*Previous 1948 lists appeared in the September 9th, June 3rd, and March 11th issues, 
*Regular monthly publication ; only last available issue listed. 
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which seem to lack “glamour” have this 
steady increase in home consumption 
working in their favor. He also thinks 
that commercial lighting still holds great 
possibilities for increased current usage, 
since much of our street-lighting equip- 
ment is obsolete. In the industrial field 
heavy growth may come from new appli- 
cations of electric heat—by resistance, 
induction, and radiation. Even with an 
industrial setback, the utilities would ben- 
efit by dropping unprofitable industrial 
load, and by lower fuel costs. 
Glore, Forgan & Co. has prepared a 
/copyright brochure on Peoples Gas Light 
& Coke Company. It discusses at some 
length the history of the company, the 
character of the natural gas supply, 
growth factors such as residential space 
heating, various expense items, the fi- 
nancial setup, and the earnings record. 
Favorable conclusions are reached with 
respect to the future trend of earnings 
(despite temporary reduction if deben- 
ture conversion is rapid). 


F. Hutton & Company has is- 
e sued a 4-page printed study of 
American Gas & Electric, which it terms 
“a preéminent utility” with an important 
and diversified territory and excellent 
growth prospects. The system is one of 
the world’s largest power pools, with low 
fuel costs, because plants are operated 
near coal mines and about 31 per cent 
of fuel requirements are from system- 
owned mines. Production efficiency 
(kilowatt-hours per pound of coal) has 
increased 50 per cent since 1930 or twice 
as fast as for the entire industry. A 
$300,000,000 construction program in 
1947-51 will increase generating capacity 
50 per cent. 

It is expected that the entire construc- 
tion program can be carried out without 
issuing any additional common stock of 
the holding company. American Gas sev- 
eral years ago proposed to retire its pre- 
ferred stock, but only half of this was 
accomplished in 1946. When the current 
construction program is completed, re- 
tirement of remaining preferred should 
be resumed, according to E. F. Hutton. 
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Consolidated share earnings have no 
reached an all-time peak slightly exceed 
ing the 1929 figure, although other top 
grade operating utilities are earning o 
the average only about two-thirds as 
much as in 1929. This excellent record 
is attributed to control of expense 
through operating efficiency. Earnings 
for the calendar year are expected ta 
reach $4.40 a share and by 1950 are ex 
pected to exceed $5. 

Hutton & Company also points out that 

American Gas is selling at less than 9 
times earnings while operating compan 
stocks of comparable quality are selling 
at 12-13 times. In 1945 the stock sold 
at almost 20 times earnings. American 
will complete distribution of Atlantid 
City Electric to stockholders next March 
and after this is completed the company 
might pay all-cash dividends at the rate 
of $2.25-$2.50, it is conjectured. 
/ Argus Research has prepared a mem- 
/orandum on Public Service of Colorado. 
While the state of Colorado has not at- 
tracted attention as a sensational post- 
war growth area like the West coast and 
parts of the South, nevertheless Public 
Service’s revenues have increased at a 
more rapid rate in the past three years 
than those of Houston Lighting, Central 
& South West, and Pacific Gas. While 
there is little heavy industry in Denver 
it is a center of transportation, trading, 
finance, and general commercial activi- 
ties for a widespread Rocky mountain 
region. In the twelve months ended July 
31, 1948, operating expenses increased 
only about half as fast as revenues, an 
unusually good showing. 








J company is one of the few in 
the United States which has an 
ample supply of natural gas available at 
a relatively low price (17 cents cr), and 
the area served is suited to use of gas 
house heating. This accounts for the gain 
of 33 per cent in gas sales for the first 
half of 1948. A new 35,000-kilowatt 
generating unit was to be placed in oper- 
ation about December Ist and this, to- 
gether with a larger supply of gas for 
boiler fuel, should offset increases. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12 Mos. 
Operating Statistics (Sept.) 


Output KWH—Total Bill. KWH 
Hydro generated os 
Fuel generated 

Capacity Mill. KW 

CustOOe Boss 5a ws'e'cbuidsed caer Mill. 

Fuel Use: Coal Mill. tons 

Gas Mill, MCF 
Oil Mill. bbls. 
Coal Stocks Mill. tons 


8 


276 10% 11% 
ey 8 “f 
10 
6 
6 


9 
28 


Lye 
UN SKBORNNS 
VWOAAWNAGA 


uw 


LS) 


Ssies, Revenues, and Rates (Sept.) 
KWH Sales—Residential Bill. KWH 
Commercial “: 
Industrial 


Revenues—Residential 
Commercial 

Industrial 
Total, incl. misc. sales 


BRevenues aud Income (Sept.) 


Elec. Rev., incl. misc. rev. ........ 
Misc. Income 


Expenditures (Sept.) 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

AmoOGEatiel, Giie 5 oc oviv.cee cqeesss 


Earnings and Dividends (Sept.) 


Net Income 

Preferred Div. (est.) 

Bal. for Common Stock (est.) 
Common Dividends (est.) 
Balance to Surplus (est.) 


Utility Financing (Oct.)2 
1,9124 D45% 
3344 D8 
2,246 D40 


Life Insur. Co. Investments (Nov.)® 
Utility Bonds i 1,204 
Utility Stocks acs 32 
Total ay 1,236 
% of All Investments aa 20% 


_ *At end of September. D—Decrease. ®Data for all utilities (electric, gas, telephone, etc.), 
including refunding issues. $January 1 to November 22, 1948. #Ten months ended October 31st. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


11/24/48 Indicated Share Earnings Price. 
Price Dividend Approx. 12 Mos.Current Previous % In- Earnings 
About Rate teld Ended Period Period crease Ratio 


Natural Gas—Retail 


Arkansas Natural Gas 
Atlantic Gas Light 
Columbia Gas System 
eee Bk re 
Consol, Natural Gas 
Houston Natural Gas .... 
Indiana Gas & Water 
Kansas-Neb, Nat. Gas 

Lone Star Gas 

Mission Oil 
Montana-Dakota Util. ..... 
National Fuel Gas 

Okla. Natural Gas 

Pacific Lighting 

Pacifie Pub. Serv. ........ 
Rio Grande Valley 
Rockland Gas 

Southern Union Gas 
Southwest Nat. Gas 2 
Texas Pub, Serv. ........ 1.20 & Stk. 
United Gas 1.00 
Washington Gas Light .... 1.50 


w 


% Dec. $ 80 $ .39 107 75 
june 1.8 252 D2 © 16] 
Sept, 1.09 136 D20 101 
July 1.55 1.16 58 
Sept. 3.75 4.49 10.1 
July 1.29 10.6 
Sept. 10.9 
Aug. 8.6 
Sept. 
Dec. 
June 
June 
Aug. 
Sept. 
Dec, 
Dec. 
Dec, 
Dec, 
June 
Sept. 
Sept. 
Sept. 


, Sen. Newrrw & . 
NSsssSssssssss 
Nee 
S2EUG 


_ 


SIP OS tO Nw 
PeEDZ 
ome 
OO SON RNIO A NIB NICO 


. = mm wd 
SIN 
ooo 
SN, =O NPS, 
SYN whNhDN 
NDSAHK Wann 
— — 


DMP MBNA NN NII WD 90 HD OO 
oe 
“I 
co 
i 


NNOOCOONANAANDQDAGCOONANON 
WR DOH ROWOAWOOONIOWWwNdLY 


oO 
DO RN RUD oO RO 


a 
= 
R 
se 
S| 


Averages 


Mixed Gas—Retail 

S_ Laclede Gas Light 5 
O Minneapolis Gas lz 
O National Gas & Elec. ...... 7 
S Peoples GasL.& C,....... 92 


Sept. $ .92 $ .73 
* 1L13E 7 
Dec. 1.64 1.24 


4.0% 
8.6 


nN) Om 
pl] 
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Averages 
Natural Gas—Wholesale & Pipe Line 


El Paso Nat. Gas 
Interstate Nat. Gas 
Missouri-Kansas P. L. .... 
Northern Nat. Gas 
Panhandle East. P. L. ..... 
Southern Nat, Gas 
Southwest Gas Prod 
ye eo 
Texas Gas Transmission .. 
Texas East. Trans. ....... 


Averages 5.8% 


Manufactured Gas—Retail 


Birmingham Gas d 4.6% d 9.1 
Brooklyn Union Gas - os . ; ce ‘ 
Hartford Gas ....ccccce . 6.3 te - ; 15.2 
Haverhill Gas Lt. ......... J 10.7 am * d 10.8 
Jacksonville Gas y 4.5 ze : 5.5 


Averages 7.1% 10.6 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. *—Estimated minimum pro forma earnings. 
+In the three months ended June 30, 1948, Brooklyn Union Gas earned 77 cents. **—Nine months 
to September 30th, 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed 
in reports and addresses at the annual convention of 
the National Association of Railroad and Utilities 


Commissioners 


in Savannah, Georgia, 


from 


November 15th to November 18th, 1948. 


On Accounting 


TF i is because accounting is not an exact 
science or art that possibilities of con- 
flict exist between accounting regulations for 
electric utilities issued by Federal and state 
authorities and in interpretations of such reg- 
ulations. The field or area of possible conflict 
involves, primarily, transactions where judg- 
ment must be applied in deciding which of sev- 
eral alternative procedures permitted by ac- 
counting principles or rules should be fol- 
lowed.” 
—ASEL R. CoLBert, 
Chief, accounts and finance department, 
Wisconsin Public Service Commission, 


“. .. it is clear that conflict between state 
and Federal authorities in accounting matters 
is possible and may occur. This is because 
either the state or the Federal agency, each 
being well advised concerning accounting mat- 
ters, may, in the exercise of its judgment, 
adopt or prescribe accounting rules or inter- 
pretations which conform with accepted ac- 
counting principles yet, nevertheless, conflict 
with rules or regulations issued by the other. 
In these circumstances, the basic corporate 
accounts of utilities prepared in accordance 
with the rules of one agency would be different 
than if prepared under the rules of the other. 
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“Such condition is undesirable, Final and 
paramount jurisdiction over the accounts of 
a regulated industry should be vested with 
the regulatory agency having the greater re- 
sponsibilities. Reasons will now be given why 
such authority should be vested with the state 
commissions. 

“It is important to keep in mind that the 
electric industry is essentially local in the na- 
ture of its operations. Only about 20 per cent 
of electricity produced in the United States 
is transported across state lines, That per- 
centage, however, overemphasizes the inter- 
state feature. Electricity i is not shipped from 
Maine to California. Instead, the interstate 
movement is in large part comprised of de- 
liveries to or from adjacent states and, hence, 
although technically interstate, is more a mat- 
ter of local rather than national concern as far 
as regards the bookkeeping of the utilities 
involved.” 

—AsEL R. COLBERT, 
Chief, accounts and finance department, 
Wisconsin Public Service Commission. 


4 cT HE practical solution is for the corpo- 

ration to reflect in its published finan- 
cial statements the effect of the laws of that 
state or the rules of that agency which are 
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the more conservative in respect to capital 
and surplus. In other words, if one ern- 
mental authority holds there is no surplus and 
another holds that there is, the safe, conserva- 
tive, and practical thing to do is to report no 
surplus, After all, conservatism is a fundamen- 
tal concept of accounting.” 
; —CuHar.es W, Smita, 
Chief, bureau of accounts, finance, and 
rates, Federal Power Commission. 


66°T ‘ems, over 95 per cent of the electric 
utilities use the same system of ac- 
counts. Their accounts have been purged of 
enormous write-ups. The cost of plant by 
departments and by large units is readily as- 
certainable, Depreciation accounting is on a 
much higher plane. Electric utility accounting 
is in the best condition in the history of the 
industry. The industry as a whole is in better 
financial condition than at any time in the 
past. The practical application of the system 


of accounts through the codperative efforts 
of states and the Federal Power Commission 
has brought forth incalculable benefits to the 
industry, to investors, and to consumers, The 
promises and hopes when the accounting pro- 
gram was inaugurated have been fulfilled about 
99 per cent. Uniform electric utility accounting 
has been achieved. Codperation has prevailed !” 
—Cuar.es W. SMITH, 
Chief, bureau of accounts, finance, and 
rates, Federal Power Commission. 


a bl this forum it is clearly unnecessary 
to discuss the fact that the state com- 
missions cannot and will not surrender the 
regulation of the accounting of the public 
utilities under their jurisdiction to any Federal 
authority.” 

—Frep KLEINMAN, 

Chief, accounts and finance, IIlinois 
Commerce Commission. 
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On Cost Analysis in Rate Fixing 


66° sexe is a very definite trend toward 
increased transportation rates — espe- 
cially for small shipments and short hauls. 
Rate increases must be authorized and con- 
structed on a sound basis fair to all, taking 
into consideration many and varied factors. 


Perhaps the most potent factor is ‘cost 
analysis,’ and considering its increased im- 
portance and recent uses, I would emphasize: 

“First: That the ultimate in ‘cost analysis’ 


has not as yet been attained—chiefly because 
the working data and the technique of handlin; 
such data are constantly being improved, an 
because proper methods of treating important 
elements of the total cost, such as the constant 
costs, are by no means decided. 

“Second: ‘Cost analysis’ must start with 


actual costs that have been experienced. Yet 
it must be remembered that these actual costs, 
in many instances, can be greatly reduced by 
a judicious and keenly alert management. 

“Third: ‘Cost analysis’ produces true costs 
only to the extent it fits the purpose under 
consideration. 

“Fourth: The ICC has made and is making 
remarkable studies in the development of ‘cost 
analysis’ techniques. 

“Fifth: The carriers, especially motor car- 
riers, have realized the growing need for ‘cost 
analysis,’ and are resorting extensively to its 


use.” 
: —W. F. Wurrney, 
Member, Wisconsin Public Service 
Commission. 


e 


On Utility Expansion 


c T= available data indicate that the in- 

dustry will have spent approximately 
$3.4 billion for new plant in the three years 
1946-1948, inclusive. To finance this volume 
of capital expenditures the industry had avail- 
able from internal sources approximately $1.7 
billion, Of this amount $1.3 billion came from 
depreciation, amortization, and working capi- 
tal; $400,000,000 came from undistributed 
profits. Cash generated from internal sources 
was, of course, inadequate to finance this con- 
struction program and, accordingly, the in- 
dustry raised the remaining $1.7 billion from 
the sale of securities. Of this total, $1.3 bil- 
lion came from the sale of bonds, about $200,- 
000,000 came from the sale of preferred stock 
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and a like amount from common stock. Thus, 
about three-quarters of the new money ob- 
tained by the industry from the market dur- 
ing these three years was derived from the 
sale of debt securities and about one-eighth 
each from the sale of preferred and common 
stocks. 

“If we add to the proceeds from the sale 
of common stock the retained earnings (which 
are, of course, an addition to the common stock 
equity), new capital has been obtained to the 
extent of 62 per cent from debt securities, 
9 per cent from preferred stock, and 29 per 
cent from common stock. These industry- 
wide figures are not too bad. But buried in 
them are some companies whose individual 
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capital structures have deteriorated seriously. 

Some of these are now at the danger point 

and may be in trouble if the financial climate 

is unfavorable when next they are forced to go 
to the market.” 

—RicHarp B. McEntT«e, 

Member, Securities and Exchange 


Commission. 


‘a4 I" is not suggested that government con- 

trols should be reéstablished, but cer- 
tainly the voluntary method of allocation em- 
ployed by private industry should be inquired 
into. A system which enables the black market 


e 


to secure the “lion’s share” of black pipe, for 
instance, to the exclusion of the gas utility in- 
dustry, should be explained to the would-be 
users of gas service. Furthermore, the short- 
age of certain equipment, such as telephone 
cable, which is given as the principal reason 
for failure to provide telephone service, 
should be inquired into. The same questions 
might be asked about electrical transformers 
a other utility material. Certainly, under a 
pres system these everyday necessities could 


provided.” 
—WaALTER R. McDonatp, 
Chairman, Georgia Public Service 
Commission. 


On Federal-state Commission Relations 


<4 HE record of Federal Power Commis- 

sion in obtaining elimination of write- 
ups and inflationary items from the plant ac- 
counts of utilities is sometimes advanced to 
support the alleged need for predominant Fed- 
eral control of the accounts. Its reports show 
that approximately one and one-half billion 
dollars have been removed from recorded plant 
investment of utilities. Bear in mind, however, 
that that figure includes write-offs required 
by state commissions either independently prior 
to FPC action or in association with Federal 
investigations. Further, the original cost prin- 
ciple of accounting for property, which gave 
rise to the write-offs, originated with state 
commissions and was being considered by the 
accounting committee of this association even 
before enactment of the Federal Power Act 


in its present form. State commissions were 
aware of the then ‘watered’ condition of many 
electric utilities and were considering and 
adopting corrective measures. 

“There is no danger of any ‘rewatering’ of 
utilities if controlling jurisdiction of accounts 
is vested with state commissions, The states 
have ample authority to prevent any such oc- 
currence. And, even if it be assumed that they 
would not exercise such authority, the Federal 
Power Act provides, in essence, that FPC 
has control of the terms and conditions gov- 
erning transfers of property, having a value 
in excess of $50,000, from one utility to 
another.” 

—AseEL R. CoLsert, 
Chief, accounts and finance department, 
Wisconsin Public Service Commission. 


7 


On Inflationary Impact on Rates 


a4 As an association we might conceivably 

be of assistance to the individual state 
commissions in some if not most of the cases 
involving rate increase applications of electric 
utilities by urging the prosecution of a con- 
gressional investigation into the petroleum in- 
dustry. In many instances electric utility rate 
increases have been made absolutely necessary 
in order to offset the increased price of fuel 
oil exacted by an industry which is already 
receiving excessive earnings when measured 


b standard.” 
— —Watter R. McDona_p, 
Chairman, Georgia Public Service 
Commission. 


(a4 A COMPARISON of the Bell system data 

indicates that plant costs (deprecia- 
tion and rents) have increased the least, and 
traffic (consisting mainly of operators’ wages) 
and relief and pensions are the two elements 


that have increased the most. ... 
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“Beginning with the latter part of 1946, 
the telephone industry has seeking in- 
creased rates. Quite generally throughout the 
industry increases in wages reduce previous 
net incomes very substantially—in some cases 
—causing a net operating loss. This is true 
despite increasing numbers of subscribers and 
high levels of toll and long-distance service. 
. . . Stating employees’ compensation charged 
to operating expenses as a percentage of op- 
erating revenues reveals the fact that wages 
in 1947 absorbed more than 51 per cent of 
revenues in 1947 as against 37 per cent in 
1942 and prior. This increase in the impact of 
payrolls on the profitability of telephone o 
erations is aggravated by the fact the payrolls 
determine the level of other costs, such as 
compensation insurance, employees’ benefits 
and pensions, and payroll taxes.” 

—Report of Committee on Corporate 
Finance, William Parrillo of Illinois, 
chairman. 
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Cop yume the past year the impact of 
higher costs of furnishing utility serv- 
ice, in operating expenses, and investment per 
unit of service furnished has reflected itself 
in higher rates to a greater degree than in any 
similar period since the conclusion of World 
War II. . . . The increase in number of ap- 
plications for rate increases made in the year 
1948 over those made in the previous postwar 
years was the result not only of a series of 
wage and consequent price increases but was 
also brought about by the decline in earnings 
resulting from substantial investments in plant 
at prices approximately double those of the 
prewar period. There is an inevitable lag be- 
tween investment in large units of additional 
capacity at higher prices and the consequent 
reduction in earnings.” 

—Report of Committee on Rates of 

Public Utilities, Paul E. Weiland 
of Ohio, chairman. 


C i hes majority of natural gas companies 
of the nation are at present dependent 

upon the midcontinent and gulf-coastal fields 
for additional supplies of gas transported 
through long pipe lines to market. With pres- 
ent prices of steel for new lines and present 
costs of labor, additional supplies of gas, even 
at present load factors, will be higher and any 
decreases in load factor will add to the cost. 
“Field prices for natural gas are increasing. 
In Texas, in 1945, sweet gas averaged 4.14 
cents per MCF at the well. It averaged 4.48 
cents in 1946 and 5.22 cents in 1947. Contracts 
written this year are in most cases in the 


6-cent to 10-cent range, and predictions are 
for an average price of not less than 20 cents 
by 1958.” 
—Report of Committee on Rates of 
Public Utilities, Paul E, Wetland 
of Ohio, chairman. 


6cyF wages continue to advance we may 
expect in the utility industry, and in the 
telephone companies in particular, a reénact- 
ment of the successive applications for rate 
increases made by the railroads of the nation. 
Requested wage increases made upon the Bell 
companies in the past year, if granted in total, 
would have absorbed the major part of the 
additional earnings provided by rate increases 
granted to date. 

“Demands upon telephone companies for ad- 
ditional service and replacements to supply the 
deficiencies that accumulated during the war 
have resulted in budgets for plant additions 
larger in proportion to prewar investment than 
for any other type of public utility. To date 
the greater portion of planned additional facili- 
ties are yet to be constructed. With present 
prices for materials and labor, these addi- 
tions, when completed, will increase materially 
the investment per subscriber and, even after 
allowance for reduction in operating labor 
where conversions from manual to automatic 
switching are made, there will be a consequent 
reduction in earnings if present rates are main- 
tained.” 

—Report of Committee on Rates of 
Public Utilities, Paul E, Weiland 
of Ohio, chairman. 


2 


On Financing 


a 4 [* so-called normal times, it is sound 

business judgment to keep fixed-charge 
securities at a minimum. That view takes on 
added significance today because (1) the con- 
struction program is the greatest public utili- 
ties have yet faced and (2) the costs of con- 
struction are the highest yet experienced by 
public utilities. A great many public utilities 
will have invested in the period 1947-1951 more 
than the total amount theretofore invested dur- 
ing their entire history. The adverse effect 
that the extremely high ratio of debt financing 
may have on utility fortunes in the future, 
therefore, should we again experience a 1933- 
1939 depression, can be readily appreciated. 
... If a business depression occurs and prices 
recede, the loss in revenues to a public utility 
may reduce its income to a point below that 
required to meet interest charges, and in such 
a period it is idle to think of increasing rates 
re though the increase can be legally justi- 


—Joun Siccrns, Jr, 
Chairman, Pennsylvania Public Utility 
Commission. 
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4 HE industry’s construction program 

can be financed successfully, of course, 
only if utility common stocks retain their 
‘investor appeal.’ To do this, earnings and 
dividends must be attractive. Market declines 
serve to underscore this point. Many commis- 
sions have already been faced with instances 
where earnings have become inadequate and 
relief has been granted to quite a few com- 
panies. 

“Naturally, earnings are basic. But, as we 
allknow, earnings may lose much of their effect 
marketwise unless they are also reflected in 
dividend policy. Earnings retained in the busi- 
ness are all well and good, but when a com- 
pany goes to the market to sell common stock, 
dividends assume a new importance. A com- 
pany must, quite literally, compete for capital, 
and if it seeks to do so while continuing to 
retain in the business an unduly large part of 
its earnings, it can expect to be at a disadvan- 


—RicHarp B. McEntire, 
Member, Securities and Exchange Com- 
mission, 
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On Fuel Clauses in Rates 


66" [ee has been a noticeable tendency 
during the past year to extend the 
use of the fuel clause, so familiar in commer- 
cial and industrial electric rates and in nearly 
all manufactured gas schedules, to domestic 
electric users. This has been done recently, 
among other jurisdictions, in New Jersey, New 
Hampshire, Delaware, Maryland, Florida, 
Connecticut, lowa, and Indiana. Such a feature 
has been in effect for some time in New York 
city, and a dormant clause was recently applied 
in Boston. However, the 'Massachusetts com- 


mission has refused to extend this practice 
(see Re Lynn Gas & Electric Co. 70 PUR 
NS 22) and Georgia has also barred residen- 
tial electric fuel charges in Re Georgia Power 
& Light Co. 74 PUR NS 69. Such clauses 
have in most cases not been in effect long 
enough to determine whether the criticisms 
that have been leveled at them are or are not 
justified.” 
—Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


e 


On Discounts for 


é¢ HERE seems to be a tendency in present 

rate making to criticize and in some 
cases to reduce or eliminate the prompt pay- 
ment discount on gas and electric bills, De- 
cisions along this line have appeared during 
the last year in Maine and (‘Massachusetts 
among other states. Much, if not all, of the 
revenue increase pending in Detroit is sought 
to be obtained by a diminution percentagewise 
of this discount. It is true to a degree that 
such a discount tends to place the burden of 
collection costs on those customers causing 
such collection costs, Ordinarily, however, the 
amount of discounts taken ‘is far more than 
the company’s savings in collection expense, 


Prompt Payment 


and the forfeited discount then becomes peril- 
ously close to a revenue item alone. Further- 
more, in the experience of some companies, 
at least, discounts have little effect in reducing 
the numbers of delinquent accounts, which 
accounts are responsible for the bulk of col- 
lection expenses. Also, from a customer rela- 
tions standpoint, it is observed that discounts 
are an irritant to many people, who feel that 
they should be charged a fair price, no more 
and no less, and who cannot reconcile such a 
charge with a prompt payment discount.” 
—Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


e 


On Electric Rates 


66 Fox the best available data . . . in- 
creases in rates of privately owned 
electric utilities have taken place in 24 states 
and the District of Columbia. Fourteen of these 
areas are on the Atlantic seaboard and nine 
more are in the north-central group from 
South Dakota to West Virginia. Most of these 
changes involved the establishment of fuel 
clauses . . . for it is important to keep in 
mind that the cost of fuel in steam plants, 
country-wide, is 30.1 per cent of total electric 
operating expenses, and that steam generated 
capacity is about four-fifths of total capacity 
in the United States. The geographical dis- 
tribution in these rate increases is doubtless 
due to (1) the distance from producing coal 


centers of the areas in which increases were 
necessary, (2) the availability of other fuels, 
such as natural gas, and (3) the percentage 
of hydro power involved in a given area. It 
is completely impossible, of course, to give 
figures as to the dollar value of these increases, 
actual or applied for. Suffice it to say that 
some of them are important, such as the $2,748,- 
000 increase in Potomac Electric, $4,500,000 in 
Georgia Power, $1,140,000 in Central Maine 
Power, about $16,000,000 in Detroit Edison, 
$1,750,000 in Cincinnati Gas & Electric Com- 
pany, and so on.” 
—Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


e 


On the Function of a Commission 


ée T HE function of a public utility commis- 

sion is, axiomatically, to protect the 
consumer against unreasonable and discrimina- 
tory rates. At the same time we must also 
protect him against the possibilities of inade- 
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quate and inferior service. It is this latter 
function of commissions which the consumer 
has difficulty in understanding. The fact that 
a utility cannot give satisfactory service if it 
is not allowed compensatory rates is not a 
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popular, though it is a very important, con- 
sideration.” 
_ ——Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


4 cT HE burden of work facing the commis- 

sions today is enormous. In my own 
jurisdiction, there have been decided within 
the past year or are now pending many times 
as many applications for relief by way of in- 
creased rates as have been before us for many 
years, if not in the history of regulation. I 
think it is a fair assumption that all commis- 
sions today are overworked and understaffed, 
and that there is little or no relief in sight. 
This is a difficult problem at this time with 


state legislatures as economy-minded as they 
necessarily must be, In spite of the increase in 
work load, the law requires that full consid- 
eration be given to every application for rate 
increases. The regulatory lag is sometimes now 
a matter of serious importance to the utility 
industry and to the public. For this reason, 
the technique of the interim order pending 
further study and final decision has come to 
be accepted more widely than ever before, and 
it may be necessary to consider its use even 
more widely in the future, To my knowledge, 
interim rate orders have been issued in at least 
four cases during the past few months.” 
—Epwakp N. Gapsay, 
Chairman, Massachusetts Department 
of Public Utilities. 


@ 
On Natural Gas Rates 


66" a heat value basis the price of gas 
in many areas has generally always 
been relatively low as compared with other 
fuels and this fact alone has doubtless been 
a large factor in making possible the develop- 
ment and growth of the natural gas industry. 
It is desirable that the industry continue to 
have a normal expansion. However, the dis- 
parity between the price of gas and the price 
of other fuels has become so pronounced in 
recent times that the cheapness of gas has 
come to be a principal factor in stimulating 
the growth in the demand for gas well beyond 
a normal and anticipated expansion; and this 
has led to situations that are both troublesome 


and irritating.” 
—DeWirr M. Stites, 
Member, Kansas State Corporation 
Commission, 


. T= discontent over the low price be- 
ing paid for gas in the field in many 
producing states is growing as rapidly as is 
the increase of takes from the gas fields; and 
it is not limited to producers and royalty 
owners, but is shared by large portions of the 
people of those states who believe that one 
of the state’s most valuable natural resources 
is being taken away for use in other areas 
without producing for the state of origin a 
fair and reasonable return. In states which 
possess no appreciable supply of other fuels 
the discontent of the people is even more pro- 
nounced when the gas is taken to areas which 
do have abundant supplies of other fuels and 
is there offered so cheaply as to supplant in a 
large measure the use of such local fuels.” 
—DeWirr M. Srrzs, 
Member, Kansas State Corporation 
Commission. 


£4 = of the companies have asked for 
a higher percentage increase in rates 
for heating than in rates for general use. I 
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think that this was inevitable and, since, as 
I have indicated, the demand for gas was 
approaching and in many cases had reached 
the existing plant capacity, it would appear 
certainly that the time is long past when house- 
heating rates should or can be based upon 
incremental costs. These capacity problems, 
either production capacity or distribution 
capacity or both, caused largely by space- 
heating sales, led in many cases to a tempo- 
rary ban on additional space-heating sales. In 
Massachusetts, several companies have placed 
such a ban in effect after conferences between 
the commission and company officials, and leg- 
islative action in New York has accomplished 
similar results.” 
—Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


r 4 ‘J N the filing of increased gas rate sched- 
ules, there has been a tendency on the 
part of some of the companies to simplify 
and -consolidate rates where possible. While 
rate making is in the first instance a function 
of management, it would seem that commis- 
sions can and should encourage this tendency. 
To the detached observer, it is very difficult 
to see any difference between the gas delivered 
at a given house and used for cooking and 
gas delivered next door and used for heating. 
As a practical matter, such simplified schedules 
have actually been installed recently in several 
gas companies in Massachusetts, with favorable 
results and without visibly affecting competi- 
tive sales efforts.” 
—Epwarp N. Gapssy, 
Chairman, Massachusetts Department 
of Public Utilities. 


oT" HE natural gas companies of the na- 
tion find their price for that commodity 
to be so low in comparison with substitutes 
as to create demands beyond their ability to 
supply. These demands have made necessary 
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they large additional investments and budgets for 
se in still greater expansion in the future. The ma- 
nsid- jor portion of growth in sales and unfilled 
rate demands for service is for space heating, due 
now to the fact that rates for natural gas for space 
‘lity heating are today less than the cost for other 
son, fuels, without allowance for further savings 
ding 
e to 
and 
"ven 
dge, 
east ‘cc EALING more intimately with this sub- 
ject from the standpoint of state au- 
thority, we, as state commissioners, no doubt, 
bent entertain divergent views as to many aspects 
of these questions, depending upon local con- 
ditions and whether or not we represent pro- 
ducing states or consuming states, and also 
depending upon the extent that we are willing 
to gamble on what the-future may bring forth 
in other fields of energy production. 
a Developments in the field of atomic 
vas energy could conceivably be such, within a 
ed reasonable time, as to substantially affect and 
ae lessen the merits of the arguments for stricter 
5 control of production, transmission, sale, and 
on utilization of natural gas for certain purposes. 
ns “Other possible developments that can affect 
on the wisdom of these conservation policies are 
“" the speed and success of the research now 
>. being conducted in connection with the gasifi- 
In cation of coal in place in the mine.’ 
od —Wabe O. Martin, : 
n Member, Louisiana Public Service 
7. Commission, 
od 





¢¢ Oa has long been troubled with 
low prices for gas, and the low prices 
paid for gas in Oklahoma tended to decrease 
the conservation of gas and have tended to 
cause gas to be vented or wasted, particularly 
in oil fields, for the simple reason that the 
price paid for gas resulted in the gas being 
not worth saving. The price for distress gas 
in oil fields is directly related to the price 
paid for gas in dry gas fields and there cannot 
be a sufficient price for distress gas to cause 
it to be saved and utilized, until the price for 
natural gas in dry gas pools is su cient to 
establish a high price in distressed areas.” 
—Ray O, WEEMs, 
Vice chairman, Oklahoma Corporation 
Commission. 


¢ od by its edministration of § 7(a) the Fed- 
eral Power Commission has in the past 

and is continuing today to require Texas East- 
ern Transmission Corporation to divert gas 
contracted for by its customers to the Pan- 
handle Eastern Line Company despite 
. provisions of Potay In Docket. G- 1003, 
wherein is involved a contract between Texas 
Eastern Transmission Corporation and the 
Consolidated Natural Gas Company, upon 
petition of interveners under § 7(a), the staff 
and the trial examiner of the Federal Power 
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in utilization or for convenience. The cost of 
furnishing natural gas for space heating can 
no longer be treated on the incremental basis 
that has been accorded it in the past.” 
PoRT of Committee on Rates 
of Public Utilities, Paul E. Weiland 
of Ohio, chairman. 


e 
On Natural Gas Regulation 


Commission have recommended the diversion 
of practically all of the gas contracted for by 
Consolidated to others, In this generous gesture 
there is no recommendation whatsoever of 
allocation of any gas to Consolidated. Perhaps 
that is being held for any additional partici- 
pants in this wild grab-bag party. In my 
opinion, the . . . provisions [mentioned] of 
§ 7(a) were intended by Congress to preserve 
the sanctity of contracts. With such inter- 
pretation and administration of the Natural 
Gas Act by the Federal Power Commission 
no distributing company can plan management 
of its operations. New markets for natural gas 
thus created will require additional supplies 
in the future, and aggravate the present con- 
dition of shortage in existing markets. In my 
opinion, such interpretation and administration 
of the Natural Gas Act is no more desirable 
or in the public interest than appointing 
Typhoid Mary head of the public health serv- 
ice.” 
—Paut E, WEILAND, 
Member, Ohio Public Utilities Com- 
mission. 


ce HERE must therefore be a reason, sound 
in law and principle, to justify the re- 

moval of natural gas from its true legal 
category and set it apart from its associate 
mineral products for regulation by the Federal 
Power mmission or any other regulatory 
body and, in my opinion, no such reason exists. 
“The only reason so far advanced is that 
natural gas is distributed and sold by natural 
gas distributing companies, which are in fact 
public utilities. Its allied mineral product, coal, 
is distributed and sold by distributing com- 
panies which are not in fact public utilities. 
Wherein is the difference which classifies one 
distributor of a mineral product as a public 
utility and another distributor of a mineral 
product as a nonutility? The only real differ- 
ence in the distributing services is that one uses 
a pipe line for the purpose of distribution and 
the other uses railroads and other carriers. 
Railroads and other carriers engaged in the 
transportation of coal in interstate commerce 
are regulated federally by the Interstate Com- 
merce Commission, yet the Interstate Com- 
merce Commission has not attempted to regu- 
late the buying and selling and the distributing 
of the coal itself. Neither has that commission 


attempted to regulate the and selli 
and distribution of concentrated or hbottl 
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natural gas when transported between states 
by railroad and other carriers. It must there- 
fore be because a natural gas company uses 
a pipe line for its distribution, yet oil and 
gasoline companies also use pipe lines for their 
distribution and no attempt to regulate them 
has so far been made by the Federal Power 


Commission. And yet if that commission pur- 
sues its present course of logic, it will soon 
be asking Congress for that power.” 


—Joun SIGGINS, JR, 
Chairman, Pennsylvania Public Utility 
Commission. 


e 


On Taxing Public Utilities 


6é] is recognized that the present income 
tax structure, with its duplicate tax 
element wherein the corporation is taxed on 
the same income as is the stockholder on 
dividends received therefrom, acts as a deter- 
rent in the issuance of common stock. In spite 
of this factor, the committee believes that an 
public utility in good financial condition could, 
if a real effort was made, find a ready market 
for the sale of stock in its own service area, 
and without the benefit of any underwriting 
program. It does not appear that any real 
effort has been made in this regard. 

“The resultant benefit to the public utility, 
if stocks could be sold locally, would be three- 
fold: (1) It would not be faced with fixed 
interest or dividend commitments in the case 
of equity securities or, if preferred stock was 
issued, it would not be faced with foreclosure 
if dividend requirements were not met; (2) 
better relations would be established with the 
public in the event the utility’s customers in- 
vested in its securities because they would be 
interested not only in rates and service but 


also, as stockholders, in the utility’s welfare; 
and (3) better relations would be established 
with employees if they invested in the utility's 
securities, because then the employees would be 
combination wage earners, part owners in the 
business, and ratepayers.” 
—JOHN Siccins, Jr, 
Chairman, Pennsylvania Public Utility 
Commission, 

“... it is apparent that the majority of the 
members of the [Oklahoma] legislature are in 
favor of devising some method by which taxes 
on this natural resource shall be increased. The 
members of the legislative council feel that 
since more than one-half of the natural gas 
produced in Oklahoma is exported to other 
states, that this natural resource should at 
least pay its proportionate share of taxes, prior 
to exportation, that other natural resources 


raise.” 
; —Ray O. WEEMs, 
Vice chairman, Oklahoma Corporation 
Commission. 


7 


On Rate Case Procedure 


ie 4 1TH the present level of wages and 

prices, the volume of unfilled de- 
mands for service, and the amount of invest- 
ments to be made to meet those demands, it 
appears that in the immediate future regula- 
tory commissions will be confronted with an 
ever increasing number of applications for rate 
increases. 

“The machinery of regulation must be 
geared to these demands, to give adequate 
consideration and prompt disposition of such 
applications in order that needed increases in 
rates may be granted before earnings are im- 
paired and financing for expansion hampered. 
The situation poses a challenge for the utility 
industry and the regulatory commissions. The 
problem for both is to find new and supple- 
mental approaches, less time consuming in the 
requirements for preparation but which will 
provide adequate proof.” 


—Report of Committee on Rates of 
Public Utilities, Paul E. Weiland of 
Ohio, chairman. 


66 coer broadly the decisions of the 
regulatory bodies issued during the 
year, one might gain the impression that it has 
been the utility rate increase applications, par- 
ticularly those of the telephone utilities, which 
have occupied the major part of the attention 
of the state commissions. Such proceedings, of 
course, have been of outstanding importance 
and have presented new questions for solution, 
but the large volume of decisions of that class 
should not be permitted to overshadow the 
attention that has been devoted to the other 
more normal phases of utility regulation which 
more regularly demand the consideration of 
the various regulatory bodies. In broader per- 
spective, the reported decisions reveal that the 
usual types of proceedings have continued to 
be presented in large number, and frequently 
they have taken on new aspects demanding a 
reconsideration of the governing principles 
which should be applied.” 

—Report of Committee on Progress 

in the Regulation of Public Utihties, 

Ira H. Rowell of California, chair- 

man. 
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On Bell-Western 


6c TT staff committee has arrived at cer- 
tain conclusions and recommended that 
we consider the following suggestions: 

“(1) That Western’s prices for supplies and 
completed products purchased for resale to 
Bell companies, and its charges for equipment 
engineering and specifications, and installations 
and repairs of apparatus and equipment should 
be limited to cost, including a reasonable return. 

“(2) That Western should either reduce or 
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fare; justify the level of its pension accruals. 

ished “(3) That Western should review its de- 
lity’s preciation rates on a total life basis, and also 
Id be on the basis of providing for depreciation of 
1 the present net depreciable plant investment over 





the remaining life of the plant. ¢ 
“(4) That Western supply, at the earliest 
practicable date, an analysis of expected 1949 
results by major product classes which will 
presumably indicate whether losses are ex- 
pected to continue on sales to Bell companies 
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— of certain products on which Western lost 
1xes money in 1947. ... : 
The “A review of the work of the special tele- 
that phone committee over the past two years 
gas shows: (1) A benefit to the states, as a result 
ther 
at 
rior 
"ces 
ion c¢ HE deduction of plant reserves from 
plant assets throws together two dis- 
similar items. Plant account on the one hand 
reflects actual cost, whereas the reserve is but 
an estimate, and a controversial one at best, 
of the cost of plant already consumed in opera- 
tion. Furthermore the reserve, if it has been 
accumulated according to approved methods, 
he includes the element of cost of removal of 
he plant upon retirement, which has nothing to do 
as with plant costs. That the reserve may not 
r- represent what is called ‘reserve requirement’ 
ch has been recognized by many regulatory agen- 
on cies in the adjudication of rates of public 
>f utilities. In fact, the Federal Power Commis- 
ce sion itself found a reserve requirement lower 
n, than the book reserve in the Hope Natural 
3S Gas Company rate proceeding decided several 
1€ years ago, 
r 
h 
f 






<4 URING the four sessions of the 80th 

Congress, more than 10,000 bills 
(2,945 Senate bills and 7,161 House bills), to- 
gether with numerous resolutions, joint reso- 
lutions, and concurrent resolutions, were in- 
troduced. Not an inconsiderable number of 
these bills involved legislative proposals which 
would, if enacted, directly or indirectly affect 
the regulation of public utilities and common 
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of the separations study, the amount of ap- 
proximately $18,067,000 calculated on an an- 
nual basis. (2) A benefit amounting to ap- 
proximately $11,000,000 resulting from a re- 
duction in license contract fees from 14% per 
cent to 1 per cent. We think this reduction 
was a direct result of the activities of the 
committee. (3) Two price reductions, during 
1948 on products of Western manufacture, 
one of 5 per cent effective January Ist; the 
other equalling 3.6 per cent effective June Ist. 
The effect of these price reductions has been 
estimated by the company as amounting to 
about $70,000,000 on an annual basis. . 

“The separations study mentioned above re- 
sulted in a manual providing methods for the 
separation of exchange and toll operations, 
and for separation of toll between state and 
interstate operations. These procedures are ap- 
plied to telephone plant, revenues, and ex- 
penses.” 

—Report of Special Committee Codper- 

ating with the Federal Communications 

Commission in Studies of Telephone 

Regulatory Problems, Matt L. McWhorter 
of Georgia, chairman. 


e 


On Balance Sheet Switch of Reserves 


“The deduction of plant reserves presup- 
poses that assets representing reserve accre- 
tions are in the form of plant assets, yet in 
many instances this is not so. It is not so 
particularly where the public utility is using 
the sinking-fund method for accruing de- 
preciation, and has set up special sinking-fund 
assets for that purpose whereby the fund 
equals the reserve. 

“The showing of accrued depreciation as a 
deduction from plant account can only serve 
to emphasize the mistaken impression now 
held by many uninformed readers that the 
public utility has recouped that much of its 
plant cost through revenues collected from 
the customers it serves.” 

—DISSENTING report of C. R. Isenberg of 

Pennsylvania, member, Committee on 
Statistics and Accounts. 


carriers. Accordingly, the task of examining 
newly introduced bills and resolutions in order 
to identify measures which importantly affect 
the interests of the association, has been one 
of the major duties of our legal representa- 
tives. As bills of this character were called to 
the attention of the members of the association, 
through the bulletin service of our Washing- 
ton office, the committees and individual mem- 
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bers of the association were enabled to con- 
sider the desirability of association or indi- 
vidual commission action, favoring or oppos- 
ing such legislation. . . . 

“All such bills which were not enacted have 
now expired, assuming that there will be no 
additional sessions of the 80th Congress. But 
while the slate has been wiped clean of pend- 


ing legislation, so to speak, there is every 
prospect that most of the major legislative 
proposals concerning which the association 
took a position this past year, will be reintro- 
duced when the 81st Congress convenes next 
January.” 

—Report of Committee on Legislation, 

H., Lester Hooker of Virginia, 
chairman, 


7 


On Depreciation Reserves 


4 ‘TS late Mr. Justice Brandeis stated in 
effect that present customers should not 
benefit from excessive depreciation paid in the 
ast, nor should present customers be penalized 
ause t customers have not re ade- 
quately for the property consumed in their 
service. This legal concept still obtains and 
imposes on the regulatory bodies the respon- 
sibility of close control both of annual de- 
preciation allowances and of the amounts 
which should be in the depreciation reserve. 
“If present reserve balances are not of 
proper size the regulatory body should not per- 
mit them to be corrected by either over or 
under allowances for annual depreciation. 

“Original cost of utility property should be 
the base on which annual depreciation expense 
is computed. 

“The same factors which cause annual de- 
preciation expense also cause accrued deprecia- 
tion and the two should eventually be recon- 
ciled and maintained in substantial balance. 

“The depreciation reserve represents that 
part of plant still in service which has been 
written off as an operating expense. It does 
not necessarily represent the actual deprecia- 
tion existing in any given property. 

“If the depreciation reserve has been ac- 
cumulated on a proper basis it approximates 
the accrued depreciation. 

“The purpose of accounting for depreciation 
is to permit the recovery of the cost of utility 
property consumed in operations and not to 
finance replacements.” 

—Report of Valuation Committee, 
Morris E. Osburn of Missouri, 
chairman. 


é¢ I T appears to be desirable that the depre- 

ciation reserve be reconciled with the 
actual depreciation existing in the utility prop- 
erty. In this connection it is proposed that the 


utilities compute the reserve requirement on 
the existing plant property using the best 
mortality and average life data available, giv- 
ing full consideration to the type of property 
now in plant, and to other factors which make 
past history inapplicable to the present state of 
the industry. The straight-line basis of depre- 
ciation is suggested unless proof is offered that 
some other theory is more nearly in accordance 
with actual depreciation facts. It is probably 
not essential that the reserve requirement as 
determined above be immediately incorporated 
in the accounting records of the utility al- 
though this would appear to be definitely de- 
sirable particularly when the comment of Mr. 
Justice Brandeis . . . is considered.” 
—Report of Valuation Committee, 
Morris E. Osburn of Missouri, 
chairman. 


¢ CYR problems of equity between the 

utility and its customers are of im- 
portance in rate cases it would appear to be 
definitely desirable to deduct the reserve re- 
quirement as computed under the suggestions 
noted . . . from the actual original cost of 
the property involved. Justice may require a 
reanalysis of the book costs to determine 
whether proper accounting principles have been 
followed. For those elements of cost subject 
to managerial discretion such as overheads, 
no reaccounting should be made. When, how- 
ever, actual elements of material and labor 
costs have been charged to maintenance or op- 
eration in direct violation of prescribed ac- 
counting principles, the errors should be cor- 
rected. Unless this is done the book costs will 
not teflect the actual cost of utility property 
. .. for determining depreciation.” 

—Report of Valuation Committee, 

Morris E. Osburn of Missouri, 
chairman, 


e 


On Organization of Commission’s Engineers 


“. ..75 per cent of the utility commissions’ 
engineering staffs are organized on a func- 
tional or semifunctional basis. If it is assumed 
that the balance of the organization is similar- 
ly set up, there will be considerable interdivi- 
sion relations between the engineering divi- 
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sions and other functional professional groups, 
particularly accounting and legal. Emphasis 
was placed in the survey upon this relationship, 
particularly in regard to accounting. With 
the emphasis on uniform accounting systems 
and interrelated problems, there has arisen the 
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necessity of close coérdination between the 
activities of accounting and ineeri 

“The determination of which functional 
group should perform certain work is 
premised on tradition, knowledge by training, 
and technical approach. Traditionally, the 
technique of engineering has been concerned 
with the economic determination of the best 
and most efficient manner to construct or pro- 
duce. Likewise, it has been the function of 
the accountant to record the monetary opera- 
tions of an organization, and accounting deals 
essentially with the science of accounts, their 
classification and interpretation. . 

“Results of the survey indicate that there 


is a close codrdination between engineering 
and accounting divisions. Most of the answers 
in the questionnaires indicate that cost studies 
and statistical analysis work are performed 
in the engineering division. If there exists a 
rates ak sedan division, a considerable 
— of such work is performed by it. 
ually in controversial matters, it appears 
that the decisions are made by the engineer- 
ing division. The commission is usually asked 
to settle decisions when matters of policy are 
involved.” 
—Report of Committee on Engineer- 
ing, George P. Steinmetz of Wisconsin, 
chairman. 


7 


On Functions of Secretary’s Office 


¢¢ Puzstic relations is an important function 
of the secretary’s office. It is the secre- 
tary who most often is the first to come in 
contact with the public; appointments with 
members of the commission are frequently ar- 
ranged through the secretary’s office. Conse- 
quently, the secretary occupies a most strategic 
position in the public relations field, so far as 
his commission is concerned. He can make 
either a favorable or unfavorable impression 
for the commission, depending upon how his 
public contacts are administered. This is a 
responsibility which has to be handled expert- 
ly. Visitors must be received courteously ; they 
must be directed promptly to whomever they 
wish to see, and the processing of their busi- 
ness expedited. 
“Most state commission secretaries are 


highly skilled executives who are grievously 
underpaid for work that requires a high de- 
gree of administrative ability, consummate 
tact, and an advanced skill in public relations. 
In many commissions, the chiefs of the tech- 
nical departments are paid a much larger 
salary than the secretary or members of the 
commission, although most students of gov- 
ernment agree that a secretary or commis- 
sioner would receive two to three times as 
much compensation for comparable responsi- 
bilities in private industry. A strong commis- 
sion cannot function smoothly with a weak 
secretary.” 

—Report of Special Committee on Business 

of Secretarial Offices, Edward T. 
Kaveny of Wisconsin, 
chairman. 


7 


Tribute to John E. Benton 


eV, Vis deem it appropriate to express re- 
gret over the passing of John E. 
Benton, who worked untiringly, as general 
solicitor and later advisory counsel of this 
association, in the interests of cooperation be- 
tween state and Federal commissions. 

“Mr. Benton was one of the first to perceive 
that the problems of overlapping state and 
Federal jurisdiction called for active and ef- 
fective liaison between the two levels of gov- 
ernment. Statutory provisions for cooperation 
were first set forth in the Transportation Act 
of 1920, but it was not until after the decision 
in the Wisconsin Passenger Fare Case, 257 US 
563, that actual codperation was undertaken. 
In that landmark decision Chief Justice Taft 
invited Federal and state commissions to solve 
their differences around the conference table. 
The first_codperative agreement with the In- 
terstate Commerce Commission was drafted 
and adopted in 1922. This agreement was 


889 


amended in 1925 and a supplement to the plan 
was adopted in 1937. . 

“In 1934 and 1935, ‘when the Federal Com- 
munications Act, Federal Power Act, and Mo- 
tor Carrier Act were before Congress, Mr. 
Benton urged the inclusion of like codperative 
provisions. This was also true in 1938, in con- 
nection with the enactment of the Natural Gas 
Act. In each case the codperative provisions 
were incorporated into the legislation. Mr. 
Benton then assisted in the drafting of ap- 
propriate codperative agreements which are 
now in effect with respect to the Federal Com- 
munications Commission, Federal Power Com- 
mission, and Interstate Commerce Commis- 
sion.” 


—Report of Committee on Codperation 

between State and Federal Commis- 

sions, Nat B. Knight, Jr. of Louisiana, 
chairman. 
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Resolutions 


€¢CQD Esotven, that this association, reaffirming 

its position heretofore taken at its 59th 
annual meeting, favors the enactment of legis- 
lation which is similar, in general ,to HR 2973 
—80th Congress [to amend the Federal Power 
Act], but with such modifications thereof as 
may appear to be in the public interest and 
which will not result in the creation of a gap 
in the regulatory field ; and 

“RESOLVED FURTHER, that the committee on 
legislation and the legal representatives of this 
association are authorized to appear on behalf 
of the association before any committee of 
Congress at any hearing which may be held 
upon any such legislation, for the purpose of 
presenting the views of the association. 

“RESOLVED, that this association, reaffirming 
its position heretofore taken with respect to 
legislation pending before the 80th Congress, 
favors the enactment of legislation amending 
the Natural Gas Act in the following par- 
ticulars: 

“Amend subsection (6) of § 2, by changing 
the period at the end thereof to a semicolon 
and adding thereto the following words: 

“*- but the term “natural gas company” does 
not include any person engaged in local dis- 
tribution within a state who receives natural 
gas within or at the border of such state into 
transmission facilities situated wholly within 
such state or in local ditribution facilities and 
sells and delivers such gas (i) to the general 
public for ultimate consumption therein, or 
(ii) to another person engaged in local dis- 
tribution within the same state who sells and 
delivers such gas to the general public for 
ultimate consumption therein, such sales and 
person being hereby declared subject to regu- 
lation by the several states.’ 

“Amend § 7, by adding at the end thereof 
the following subsection : 

“*ch) It shall be the duty of every natural 
gas company furnishing natural gas directly 
or indirectly to any distributing company for 
distribution and resale to the public as a public 
utility service to furnish and supply service 
which is reasonable, having regard to the pub- 
lic utility character thereof, and to the duty 
of such distributing company to supply reason- 
able service to its customers. The commission 
shall have power upon complaint or upon its 
own motion, after notice and opportunity for 
hearing, by order to require any natural gas 
company to perform its obligations under this 
subsection and to install and maintain such 
service instrumentalities as shall be reason- 
ably necessary for that purpose, Provided, 
That the commission shall have no authority 
to require the enlargement of trunk transmis- 
sion facilities.’ ; and 

ResoLvep FurtHer, that if any legislation 


is introduced in Congress proposing to nar- 
row the jurisdiction of the Federal Power 
Commission, under the Natural Gas Act, with 
respect to the transportation or sale of natural 
gas, this association favors the inclusion, in 
such legislation, of a provision amending § 1 
of such act by adding a new subsection (d) 
thereto, reading as follows: 

“*(d) To the extent that the business of 
transporting and selling natural gas for ulti- 
mate distribution to the public is not subject 
to the jurisdiction of the commission under 
this act the same is declared to be local in 
character, and subject to regulation by state 
authority.’ ; an 

“RESOLVED FuRTHER, that the committee on 
legislation and the legal representatives of this 
association are authorized to appear on behalf 
of the association before any committee of 
Congress at any hearing which may be here- 
after held upon legislation pertaining to the 
above matters, for the purpose of presenting 
the views of the association as set out above. 

“RESOLVED, that the National Association of 
Railroad and Utilities Commissioners is of the 
opinion that the present excise taxes on trans- 
portation and communication services are 
inimical to the maintenance of a reasonably 
priced and’ nondiscriminatory public trans- 
portation and communication service and that, 
accordingly, the excise tax on transportation 
of property should be repealed and the excise 
tax on other transportation and communica- 
tion services should be repealed or greatly 
reduced; and 

“RESOLVED FurTHER, that the committee on 
legislation and the legal representatives of this 
association are charged with the duty of ap- 
pearing on behalf of this association at any 
hearing before any committee of Congress 
which may be held to consider said excise taxes, 
for the purpose of making a statement in sup- 
port of the views herein expressed ; and 

“RESOLVED FurTHER, that the secretary of 
the association is directed to transmit a copy 
of this resolution to the chairman of the Com- 
mittee on Ways and Means of the House of 
Representatives. 

“RESOLVED FurTHER, that the work of the 
special telephone committee be continued, and 
that it be authorized and directed to continue 
its work including the completion of the in- 
vestigation and report upon the Western Elec- 
tric Company as well as certain phases of the 
separations problem, and any other telephone 
problems the executive committee may refer 
to the special telephone committee.” 


—Report of Executive Committee, 
Justus F. Craemer of California, 
chatrman. 
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The March of 
Events 


In General 


Will Introduce CVA Bills 


Og ge Hugh B. Mitch- 
ell of Washington and Senator 
Glen Taylor of Idaho both announced 
plans recently to introduce Columbia 
Valley Authority bills at the coming ses- 
sion of Congress. 

Taylor's announcement was coupled 
with a statement that he would consult 
with Mitchell, who took a leading part 
in drafting earlier bills while he was a 
Senator. 

Mitchell said he was working on some 
revisions of his original bill. None of 
Taylor’s CVA bills ever reached the 
hearing stage. 


Files for Right to Build 
Pipe Line 
oe Mississippi River Fuel Corpo- 
ration has filed an application with 
the Federal Power Commission for per- 
mission to build a natural gas pipe line 
to Chicago, Its present terminus is St. 
Louis, Missouri. 

The company expects to be able to 
make initial deliveries of 100,000,000 
cubic feet of gas a day to the Chicago 
market by the fall of 1951. 

Eventual capacity of the line is set at 
350,000,000 cubic feet a day. 

The company outlined several pro- 
posed steps in its application to the com- 
mission. Initially it asked the FPC to 
permit it to increase to 24 inches, from 
22 inches, the width of the 235-mile final 
loop or parallel line which the commis- 
sion already has permitted it to make to 
its present Louisiana to St. Louis main 
line. This loop is expected to be com- 
pleted two years hence. 
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Date Set for Hearing on 
Utility Plan 
C= Judge Paul Leahy in the Fed- 
eral District Court at Wilmington 
recently set December 30th for a hear- 
ing on the application of the Securities 
and Exchange Commission to enforce 
the plan for retirement of the $6 cumu- 
lative preferred stock of Commonwealth 
& Southern Corporation and the dissolu- 
tion of the company, This is the plan 
approved by the SEC on November 
22nd. 
The court said that interests opposed 
to enforcement of the plan should file 
objections on or before December 21st. 


FPC Issues Gas Investigation 
Report 


ss owe Federal Power Commission re- 
cently announced that the reports 
on its natural gas investigation, Docket 
No. G-580, would be available in printed 
form about December Ist from the Su- 
perintendent of Documents, Govern- 
ment Printing Office, Washington 25, 
D. C. Sale price of the Olds-Draper re- 
port is 40 cents ; and of the Smith-Wim- 
berly report, $1.50. 

Separate reports on the investigation 
were transmitted to the Congress on 
April 28, 1948, by Commissioners Nel- 
son Lee Smith and Harrington Wimber- 
ly, and by Commissioners Leland Olds 
and Claude L. Draper, These two reports 
are printed in separate volumes, 

The commission will make available, 
without charge, a limited number of 
copies of the reports to interested state 
and municipal bodies and other govern- 
mental agencies. 
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~ California 


Fare Rehearing Denied 


EY SysteM TRANsIT LINEs got the 

final go-ahead last month to in- 

crease San Francisco and interurban 
fares. 

The state public utilities commission 
denied a rehearing on its decision of No- 
vember 4th granting the increases. The 
rehearing had been requested by repre- 
sentatives of San Leandro and Hayward, 
the communities hardest hit by the pro- 
posed boosts. The commission ruled the 


~ 


increases could be placed in effect by the 
company at any time on twenty-four 
hours’ notice. 

The new rates will cost patrons an es- 
timated $693,000 a year. Of this amount, 
transbay commuters between Oakland 
and San Francisco will pay an estimated 
$248,000; East Bay riders will pay the 
remaining $445,000. 

Local fares within the three zones 
newly created by the commission’s ruling 
were established at a basic 10-cent rate. 


Georgia 


Power Rate Hike Granted 


HE state public service commission 

last month authorized the Georgia 
Power Company to increase electric rates 
by approximately $3,100,000 a year, ef- 
fective on statements rendered from 
meter readings after December 15th. 

The hike will affect residential, com- 
mercial, and industrial consumers. 

A request by the company to eliminate 
the present 10 per cent prompt payment 
discount was refused by the commission. 
If authorized, the proposal would have 
resulted in increases of approximately 
$4,900,000, based on present volume of 


business. 


The commission directed the company 
to file new rates for commercial and in- 
dustrial customers designed to produce 
$2,075,000 divided equally among the 
different classes of consumers. 

An increase in water-heating rates ap- 
plicable to the few customers who have 
been frozen on a special 8-mill rate also 
was authorized by the commission. No 
increase was granted in water-heating 
rates to other customers, 

The order of the commission did not 
fix a definite rate base or rate of return. 
The amount of additional revenue neces- 
sary was calculated on the basis of earn- 
ing requirements of invested capital, the 
commission announcement said, 


Maryland 


Gas Use Limited 


7. oe restrictions on supplying 
additional gas for household fur- 
naces and space heaters were imposed 
recently by the Gas & Electric Company. 

The utility filed with the state public 
service commission an amendment to its 
tariff “freezing” the supplying of gas for 
household heating to existing customers. 

Although no new accounts for house- 
hold heating will be serviced, the amend- 
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ment provides for the installation and 
use of gas house-heating equipment 
which had been purchased or prescribed 
in building specifications prior to the ef- 
fective date of the restriction. 

One of the prime reasons for the im- 
position of the “freeze” on household 
heating installations was the big volume 
of gas business resulting from the home- 
building boom in Baltimore and the met- 
ropolitan area, a company spokesman 
asserted. 
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M ichigan 


Emergency Increase Considered 


4 i state public service commission 
recently took under advisement a re- 
quest of the Upper Peninsula Power 
Company for an emergency $340,000 an- 
nual rate increase. 

The company made the motion for 
temporary relief during a one-day hear- 
ing on its application for a permanent 
rate boost. 

The temporary boost proposed by the 
company would realize $171,000 annual- 


ly by increasing residential, rural, com- 
mercial, and public customers’ bills 15 
per cent. In addition, it was proposed to 
raise another $169,000 annually by add- 
ing another increase geared to the price 
of fuel to the company. 

Company officials testified that the 
company was asking the commission to 
set the amount of the permanent increase 
so that it will bring a 7 per cent return 
on investment. Hearings were indefinite- 
ly postponed to permit the commission 
staff to study the company’s operations. 


New York 


Increased Gas Rate Stands 


‘= state public service commission 
on November 29th denied a motion 
to set aside interim increased gas rates 
that became effective last February 2nd 
for customers of Long Island system gas 
companies. 

John Mitchell, deputy attorney of 
Nassau county, had moved that the com- 
mission vacate interim increased rates 
aggregating more than $2,000,000. 

The commission held that to grant this 
motion would mean rates for the three 
companies, Queens Borough Gas & Elec- 
tric Company, Long Island Lighting 
Company, and Nassau & Suffolk Light- 
ing Company, “that have been definitely 
shown in these proceedings to have failed 
to provide sufficient revenues even to pay 
operating expenses.” Such rates would 
not meet even in part increased costs of 
labor and materials, not to mention a re- 
turn upon the property in public service, 
the opinion continued. 


Rate Increase Petition Filed 


or the first time in twenty-eight years, 
the Central Hudson Gas & Electric 
Corporation recently petitioned the state 
public service commission for an increase 
in electric rates. 
Under the new residential] rate re- 
quested by the company, customers who 
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use electricity for lighting only would 
pay on the average of one cent a day 
more than at present. Customers who use 
electricity for lighting, cooking, and re- 
frigeration would pay on the average 2 
cents a day more, Customers with com- 
plete electric service, including lighting, 
cooking, refrigeration, water heating, 
and use of miscellaneous appliances, 
would pay about 54 cents more a day. 
For larger customers using over 600 
kilowatt hours a month the average 
charge would be 24 cents a kilowatt hour. 

Ernest R. Acker, president of Central 
Hudson, said an increase in rates “is es- 
sential if our customers are to continue 
to receive good service and if the com- 
pany is to be in a position to attract the 
large amount of new money required to 
carry on its basic construction program.” 


Withdraws Rate Increase Plea 


i im Buffalo Niagara Electric Corpo- 
ration has withdrawn a proposal to 
increase charges about $152,344 annual- 
ly for electric energy sold to New York 
State Electric & Gas Corporation, the 
Federal Power Commission announced 
last month, 

The commission, which had suspended 
the proposed increase, said the com- 
pany’s action ended the proceeding. A 
hearing had been scheduled for Novem- 
ber 29th. 
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South Carolina 


State-Federal Dam Control 
Attacked 


rae Senator J. M. Lyles recently ac- 
cused the state and Federal govern- 
ments of making a step “to take over” 
electric power development in South 
Carolina through the Lyles-Ford Tri- 
County Authority (Fairfield, Newberry, 
and Union). 

“The way it looks now, the Federal 
government and Santee-Cooper are go- 
ing to take over the whole thing,” Lyles 
said. 

The Fairfield county senator referred 
specifically to the Tri-County Author- 


ity’s proposal for construction of three 
ydroelectric dams and power plants, 
estimated to cost more than $60,000,000. 

Lyles’ statement came after he had ob- 
jected to a request by the authority’s rep- 
resentatives for funds from the state 
budget commission. 

Lyles, one of the three authors of the 
1934 enabling act creating the authority, 
said the Lyles-Ford project “has taken a 
different turn from the way we original- 
ly intended it.” 

Lyles said they “would much prefer 
that the South Carolina Electric & Gas 
Company develop other sites there and 
keep the property on the tax books.” 


Virginia 


Commission Upheld 


UNANIMOUS opinion by the Virginia 
Supreme Court of Appeals last 
month upheld the state corporation com- 
mission’s system of assessing public utili- 
ties’ real and tangible personal property 
of about 40 per cent of “fair market 
value” for taxation by the localities, 

It thus rejected a challenge, begun 
three years ago by the city of Richmond, 
in a case aimed specifically at the Vir- 
ginia Electric & Power Company and 
fought through lengthy hearings before 
the commission and then into the state’s 
highest tribunal. 


Justice A. P. Staples wrote the court’s 
decision, a 40-page document that delved 
into a background of state and Federal 
Supreme Court precedents to dispose of 
two constitutional points raised by the 
city. 

The city had asked the commission to 
correct Vepco assessments in Richmond 
in hopes of raising the utility tax base to 
100 per cent of market value—and there- 
by gain several hundred thousand dol- 
lars a year in tax revenues. For years the 
commission has been assessing utility 
properties on a statewide basis at some 
40 per cent of market value. 


Washington 


PUD Raises Rates 


Bein rates for customers using 
more than 800 kilowatt hours a 
month were raised at a meeting of Pacific 
County Public Utility District No, 2 last 
month. 

The rate increase will be effective with 
the first billings of December and will 
extend through March, 1949, under the 
present resolution. Customers registered 


under schedule No, 7, those with electric 
ranges and hot-water heaters, formerly 
were charged $9 a month if using more 
than 1,200 kilowatt hours a month, but 
will be charged $12 a month under the 
new scale for the same consumption. 
The move is designed, it was said, to 
discourage the excessive use of electrical 
appliances and heating units during the 
peak hours of the winter months, 
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Taxpayer's Attack on Transit Fare Dismissed 


ee action against the mayor 
and board of transportation of the 
city of New York to bar the collection 
of a 10-cent fare on the city-owned 
transit system was dismissed by the New 
York Supreme Court. 

The court pointed out that the board 
of transportation, although its members 
are appointed by the mayor, is, never- 
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theless, a state instrumentality and per- 
forms state functions. After showing 
that a taxpayer’s action may be brought 
only against officers and agents of coun- 
ties, towns, villages, or municipal cor- 
porations, the court concluded that the 
board of transportation, as a state 
agency, could not be made the defendant. 
Klein v. O’Dwyer, 80 NY S2d 343. 


Working Capital in Bankruptcy Reorganization Differs 
From Working Capital in Rate Case 


re New York commission, in pass- 
ing upon a petition of a reorganized 
transit corporation to issue common 
stock and income notes, discussed the 
meaning of the term “working capital” 
as used both in rate proceedings and re- 
organization proceedings. Reference was 
made to an order of the United States 
District Court which required the trustee 
in bankruptcy to pay over to the re- 
organized corporation a specified amount 
of cash for working capital. The com- 
mission, in discussing the meaning of 
that order, said: 


So far as “working capital” is concerned, 
the commission has held for rate-making 
purposes that bus companies doing a cash 
business and having available accruals for 
taxes do not require “working capital” for 
the payment of current expenses. The term 
“working capital” as used in rate proceed- 
ings is the cash required to pay current oper- 
ating expenses pending receipt of income. 
Bus companies acquire cash to meet current 
operating expenses from daily cash receipts. 

Bus companies do, however, require cash 
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for other corporate purposes, such as the 
replacement of worn and obsolete equipment. 
I do not believe Judge Brennan intended to 
limit this cash to such amount only as might 
be required to pay current operating ex- 
"pore for an interim period until reim- 

ursed from cash received in current oper- 
ations, but that he used the words “working 
capital” in their broader sense and intended 
this cash payment to be free cash available 
for any proper corporate purpose of the 
company. 


The proposal to issue the securities 
constituted the last step in the plan of 
reorganization of a bankrupt transit cor- 
poration. The securities were to be dis- 
tributed to the remaining bondholders of 
the debtor corporation pursuant to, and 
as provided for in, the plan of reorganiza- 
tion which had been approved. It was 
pointed out that the reorganization of the 
company had been pending in the United 
States District Court for many years, 

Therefore, the commission believed it 
to be in the public interest that the final 
step in the organization of the new cor- 
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poration be carried out by the issuance 
of its securities in payment for the prop- 
erty turned over to it and the delivery 
of these securities to the holders of the 
bonds of the bankrupt corporation. Ex- 
amination of the balance sheet showed 
that the new corporation was in a good 
cash position. More than 43 per cent of 
its net worth was represented by cash. 


Certain amendments to the trust in- 
denture and income notes to be issued 
under it were proposed by the commis- 
sion. 

It indicated that if these amend- 
ments were made it would authorize the 
issuance of the income notes and com- 
mon stock. Re Utica Transit Corp. (Case 
13857). 
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Declaration of Subsidiary Status Revoked 


HE Securities and Exchange Com- 

mission granted an application filed 
by an investment company for an order 
revoking its former order declaring the 
company to be a subsidiary of a holding 
company. 

A bondholder objected to the grant- 
ing of the application until such time as 
adequate protective provisions were 
made correcting an alleged unfair dis- 
tribution of voting power and until the 
management provided a debt retirement 
program. He also urged that the com- 
pany be liquidated. The bondholder 
made vague assertions of controlling in- 
fluence over the investment company by 
a holding company, but offered no evi- 
dence to substantiate the claims he 
presented. 

The commission pointed out that the 
investment company was only a subsidi- 
ary of a holding company by reason of 
its order entered pursuant to § 2(a) (8)- 
(B) of the Holding Company Act, de- 
claring it to be so because of the inter- 
company relationships and conditions 
existing at that time. The commission, in 
discussing its powers under this section 
of the act, said: 

In providing in § 2(b) of the act for the 
termination of status thus declared if the 
commission finds that the circumstances 
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which gave rise to the issuance of the 
§ 2(a)(8)(B) order no longer exist, the 
statute does not expressly empower the com- 
mission to impose terms or conditions to the 
entry of, or as part of, its order of revoca- 
tion, The express grant of authority in the 
several sections of the act referred to above 
indicates that its omission from § 2(b) was 
intended by Congress. In the absence of 
other indications of a congressional intent 
to the contrary, we are compelled to conclude 
in accordance with the traditional principle 
of “expressio unius est exclusio alterius” 
that our authority under § 2(b) is limited 
to granting or denying the application for 
the revocation order. 

In view of the record herein, we are con- 
vinced that the management and policies of 
AGU are no longer subject to a controlling 
influence, directly or indirectly, by GPU, the 
successor in interest to Ageco, and that there 
has been sufficient change of circumstances 
to warrant the revocation of the order of 
the commission dated February 10, 1939, de- 
claring AGU to be a subsidiary company of 
Ageco and Agecorp. Therefore, we are in 
no position to consider the contentions of the 
bondholders that there exists an unfair dis- 
tribution of voting power and that AGU 
should be reorganized or dissolved, even 
though there appears to be substantial merit 
to such contentions. As we have pointed out, 
once it is found that AGU is no longer sub- 
ject to a controlling influence by GPU, we 
have no alternative but to issue an order of 
revocation. 


Re Associated General Utilities Co. 
(File No. 31-556, Release No. 8414). 


Partial Liquidation of Holding Company Approved 


HE Securities and Exchange Com- 
mission approved a plan filed by 
Northern New England Company, a 
holding company, providing for partial 
distribution of its assets as an initial step 
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in the dissolution of the company, The 
company performed no useful function 
and, therefore, its continued existence 
was held to constitute an undue ahd un- 
necessary complexity in the holding com- 
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pany system in violation of § 11(b) (2) 
of the Holding Company Act. 

It was conceded that a plan for the 
complete liquidation of the holding com- 
pany would meet the necessity require- 
ments of § 11(b) of the act in that it 
would be an appropriate means for ef- 
fectuating compliance with § 11(b) (2). 
The commission noted, however, that 
this plan for partial liquidation left in- 
tact the holding company’s holdings of 
32.5 per cent of the common stock of a 
subholding company. The plan for partial 
liquidation left in the holding company’s 
portfolio its most substantial asset and 
the only one which gave it effective vot- 
ing control of its subsidiaries. In con- 
sidering whether or not the plan con- 
stituted an appropriate vehicle for carry- 
ing out the simplification provisions of 
the Holding Company Act, the commis- 
sion said: 

We have heretofore held that while a plan 
need not be complete, it must, in order to 
meet the necessity requirement of § 11(b), 
accomplish all that can be reasonably done 
under the circumstances. Under the circum- 
stances mentioned below we have concluded 
that this plan meets the necessity standards 
as so defined. Of the 963,990-52/80 shares of 
NEPSCO common presently outstanding, 
only 96,309-52/80 or 9.7-per cent are held 
by the investing public generally; 312,193 
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shares or 32.5 per cent are owned by North- 
ern ; 248,483 shares or 25.8 per cent by Manu- 
facturers Trust Company; 307,005 shares or 
32 per cent by General Electric Company. 
While substantial progress has been made in 
the program of liquidation of NEPSCO, 
there still remains the question of what addi- 
tional amounts if any, are to be paid to the 
prior lien stockholders in connection with 
the retirement of their stock. Moreover, 
there is no plan now before us which at- 
tempts to fix any allocation of assets between 
the preferred stock and the common stock 
of NEPSCO. Under these circumstances, it 
is impossible to predict what participation 
will be accorded to NEPSCO’s common 
stock. Having in mind the uncertainties in- 
herent in the common stock of NEPSCO, 
we are not disposed to require a step which 
would widen its public distribution, however 
desirable it might otherwise be, to effect im- 
mediate and complete liquidation of North- 
ern, which performs no useful function. The 
elimination of Northern, when the participa- 
tion of the NEPSCO common in NEPSCO’s 
assets is determined, may be accomplished 
through enforcement of our dissolution 
order under § 11(b)(2) or through con- 
summation of an appropriate voluntary plan 
hereafter to be filed. Under these circum- 
stances, we find that the present plan ef- 
fectuates the purposes of § 11(b) in the 
sense that its consummation will facilitate 
the liquidation of Northern and effect 
partial compliance with the order which we 
are entering herein. 


Re Northern New England Co. et al. 
(File No. 59-15, Release No. 8401). 


Railroad Authorized to Render Bus Service to Protect 
Passenger and Freight Service 


J paessnscent granted by the Maryland 
commission to a rail carrier whose 
application for a certificate to render 
motor carrier service had been denied, 
and a certificate awarded to a rival bus 
carrier to operate in the same area, re- 
sulted in a reversal of a decision reported 
in Pusric UTILITIES FORTNIGHTLY, 
September 23, 1948, at page 458. 

The earlier action was based on a 2-to- 
1 decision of the commission favoring 
the motor carrier. The commission had 
found that the motor carrier offered a 
more complete and well-rounded service 
independent of any rail operation, with 
modern busses operating on excellent 
schedules, 
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On review the commission considered 
a large number of resolutions of civic 
bodies, service organizations, and ap- 
pearances by government officials, urg- 
ing that the existing railroad company be 
authorized to render bus service and that 
the motor carrier certificate be rescinded. 

The principal basis for the earlier 
award of a certificate to the bus carrier. 
was set aside with this statement: 

The commission has the authority to re- 
quire the use of suitable equipment and the 
maintenance of schedules which provide 
convenient and sufficient service, regardless 
of which applicant is authorized to in- 
augurate the service, 


The commission expressed particular 
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concern over the continuation of rail- 
road freight service if passenger reve- 
nues were substantially decreased by a 
competing motor carrier, It pointed out 
that the type of freight carried, such as 
coal, cement, and lumber, could not be 
carried by passenger motor carrier. The 
continuance of adequate rail freight 
service could be assured, the commission 
concluded, only by the award of au- 
thority to the railroad, 

Commissioner Brice, in a dissenting 
opinion, said that the commission should 
give first consideration to the provision 
of the best and adequate service to the 
public rather than the protection of an 


& 


Other Important Rulings 


op New York commission author- 
ized an increase in rates for arti- 
ficial gas but denied an increase for 
natural gas where the company submitted 
no evidence to show that the cost of 


“outmoded” railway company system. 
He scored the commission’s basing its 
award of a passenger carrier certificate 
on continuation of rail freight service by 
pointing out that many motor carriers are 
seeking to provide the freight service 
provided by the railroad, and added: 
Furthermore, the amount of revenue be- 
ing now derived by the B & A from the 
transportation of freight is relatively small, 
and the number of persons who would be in- 
convenienced by a cessation of rail freight 
operations in proportion to the traveling 
public as a whole, is so small as to be rela- 
tively unimportant. 
Re Baltimore & Annapolis R. Co. et al. 
(Case Nos. 4908, 4928). 


natural gas had increased in proportion 
to manufactured gas, but the record ap- 
peared to indicate the contrary. Re 
Rochester Gas & Electric Corp. (Case 
13820). 
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ILLINOIS COMMERCE COMMISSION 


Re Panhandle Eastern Pipe Line 
Company 


No. 36722 
October 7, 1948 


NVESTIGATION of threatened. curtailment of gas service to con- 
I sumers purchasing gas under interruptible rate schedules; 
restoration of supply and termination of curtailment ordered, 

subject to conditions. 


Interstate commerce, § 37 — Jurisdiction of state Commission — Resale of inter- 
State gas. 

1. The state Commission has jurisdiction over the furnishing of natural 
gas by public utilities in the state to consumers of gas in the state although 
these public utilities secure their supply from an interstate pipe-line com- 
pany under rate schedules on file with the Federal Power Commission and 
curtailments of local service have been attempted purportedly in accord- 
ance with those schedules, p. 161. 


Service, § 146 — Curtailment of gas — Interpretation of schedule — Interrupti- 
ble service. 
2. A tariff provision under which interruptible rates are chargeable for 
service which is subject to curtailment or interruption when gas is needed 
to meet the requirements of customers receiving service under classifica- 
tions contemplating an uninterruptible supply should be interpreted as pro- 
viding for interruption because of current requirements for use and not the 
placing of gas in underground storage for some future and undetermined 
use, p. 164. 
> 


By the CoMMISsSION : 

[1] On September 21, 1948, the 
Commission, by resolution in this case, 
instituted an investigation with respect 
to the furnishing of natural gas by 
certain public utilities in Illinois to 
consumers of gas in this state, particu- 
larly to those users who purchase gas 
for consumption under what are 
known as interruptible rates. This in- 
vestigation was prompted by the fact 
that a very serious situation affecting 
the welfare of the public in this state 
has been brought about by attempted 
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curtailments of gas service purporting 
to be in accordance with rate schedules 
on file with the Federal Power Com- 
mission and relating to wholesale serv- 
ice furnished to Illinois public utilities 
by the Panhandle Eastern Pipe Line 
Company. 

There appears to be some misappre- 
hension concerning this investigation. 
In the course of proceedings it has 
been represented, quite erroneously, 
that the subject matter is the inter- 
state rates of the Panhandle Eastern 
Pipe Line Company, which admittedly 
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are within the control and jurisdiction 
of the Federal Power Commission, 
and that therefore this Commission is 
investigating a matter outside of its 
jurisdiction. The fact is that the pri- 
mary subject matter of the investiga- 
tion is the local furnishing of gas by 
Illinois public utilities to ultimate con- 
sumers in Illinois, which clearly is 
within the Commission’s jurisdiction, 
and that the interstate wholesale rates 
are not primarily the matters under in- 
vestigation. 

A hearing in this investigation was 
held on September 21, 1948, before 
duly qualified examiners of this Com- 
mission. Upon the showings made by 
testimony taken at that hearing, the 
Commission issued its “Interim and 
Emergency Order” of the same date in 
which the Commission directed as fol- 
lows : 

“Tt is therefore ordered that as an 
emergency measure and pending fur- 
ther hearings to be held in this pro- 
ceeding as aforesaid, the Illinois Pow- 
er Company be and it is hereby direct- 
ed forthwith to restore the supply and 
to terminate the curtailment of gas 
furnished to its customers, as made 
pursuant to telegraphic direction of 
Panhandle Eastern Pipe Line Com- 
pany dated on or about September 17, 
1948, provided, however : 

“(1) That this emergency and in- 
terim order shall not be construed as 
a determination of the ultimate pro- 
priety or lawfulness of the curtailment 
so directed by the Panhandle Eastern 
Pipe Line Company. 

“(2) That the Illinois Power Com- 
pany is expected by this Commission 
meantime, to comply fully with any 
curtailments of interruptible or other 
gas which lawfully may be directed by 
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the Panhandle Eastern Pipe’ Line 
Company for the purpose of protecting 
the service being furnished to firm cus- 
tomers for current use, as distin- 
guished from use of gas for storage 
purposes.” 

Further hearings were held at the 
offices of the Commission in Spring- 
field on October 5 and 6, 1948, before 
duly qualified examiners of the Com- 
mission and pursuant to due notice. At 
these hearings further evidence was in- 
troduced with respect to the matters 
under investigation. 

It appears from the evidence, and 
also the Commission takes official cog- 
nizance of the fact, that on or about 
September 24, 1948, a proceeding was 
instituted in the United States district 
court for the southern district of II- 
linois, southern division, in which 
the Federal Power Commission is 
plaintiff and the Illinois Power Com- 
pany is defendant, bearing the court’s 
number 956, civil action, and that, 
while the Illinois Commerce Commis- 
sion is not made a party to the case, the 
relief prayed for includes a prayer that 
the “court determine and decree that 
the acts referred to in paragraph XVII 
are contrary to and violate the provi- 
sions of the Natural Gas Act and 
rules, regulations, orders, and rate 
schedules thereunder, particularly Sup- 
plement No. 3 to Panhandle’s rate 
schedule F.P.C. No. 65.” Paragraph 
XVII, thus referred to, quotes a short 
excerpt from the aforesaid order of 
this Commission and alleges that be- 
cause of the said order and for other 
reasons the defendant has refused and 
will in the future refuse to reduce the 
volume of its takes and receipts of nat- 
ural gas from Panhandle in accordance 
with the telegraphic direction above 
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referred to in the Commission’s order. 
The further relief prayed for is the is- 
suance of a preliminary and permanent 
injunction. 

The Commission also takes cogni- 
zance of the fact that a motion has been 
made and noted, though not at this 
time acted upon in the said proceeding 
in the United States court, to the effect 
that this Commission be made a party 
defendant. Further cognizance is 
taken of the fact that the said proceed- 
ing was called for hearing in the said 
district court on Thursday, Septem- 
ber 30, 1948, and was continued until 
Monday, October 11, 1948, for the 
purpose, among other things, of per- 
mitting this Commission to take such 
further action as might appear appro- 
priate in view of the hearing that was 
then set in the present Case 36722 for 
October 6th but which was subse- 
quently advanced until October 5th, 
and, in particular, to enter any further 
appropriate order in this proceeding. 

In view of the unusual and perhaps 
remarkable nature of the proceedings 
in this case, it is desirable that the po- 
sition taken by this Commission be 
clarified. In the first place this Com- 
mission does not, and has not, in any 
way challenged or interfered with the 
jurisdiction of the Federal Power 
Commission, nor has it questioned the 
binding effect of lawful rate schedules 
of Panhandle Eastern Pipe Line Com- 
pany or of the Natural Gas Act. 


The question is wholly one of prop- 
er interpretation of a rate schedule of 
the Panhandle Eastern Pipe Line 
Company. On such a question of in- 
terpretation the Federal Power Com- 
mission undoubtedly has the primary 
jurisdiction. The question has been 
brought before the Federal Power 
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Commission, has been argued fully 
before that Commission, and that 
Commission has not only had the op- 
portunity, but formally has been asked 
by the Michigan Public Service Com- 
mission to enter an order on the ques- 
tion in controversy. If such an order 
had been entered, it is undoubtedly a 
fact that the proper procedure for 
those who may have felt that the order 
was erroneous would have been to 
seek a review in accordance with the 
provisions of law. More than that 
however, the right to such a review is 
fundamental and is a necessary ele- 
ment of due process of law with re- 
spect to administrative tribunals. 
The Federal Power Commission, 
however, did not make an order on the 
issue. It not only failed to make an 
order but it specifically denied the 
prayer-of the Michigan Public Service 
Commission that such an order be 
made. Instead, the Federal Power 
Commission, undertook as it stated 
(Opinion 166), to grant the desired 
relief in another way. That other way 
was by means of a finding adverse to 
the contention which the Illinois Com- 
merce Commission (among many 
others) supported, the finding being 
to the effect that the rate schedules 
of Panhandle authorized the cur- 
tailment of the gas furnished ‘to 
industries in Illinois and elsewhere for 
the purpose of providing a supply of 
gas to be placed in storage, mainly in 
the states of Michigan and Ohio. This 
finding was not followed by any order 
authorizing or directing Panhandle, or 
anyone else, to do anything with ref- 
erence to the finding. There was, 
however, dicta to the effect that the 
Federal Power Commission expected 
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Panhandle to proceed in accordance 
with the interpretation thus made. 

It may be remarked also that the or- 
der in which this dicta and finding 
were incorporated was, as respect of 
other matters there in issue, generally 
favorable to Illinois. 

It is elementary that a review may 
not be had upon mere dicta or findings 
not translated into an order. To pro- 
vide a basis for review something must 
be commanded. Here nothing what- 
ever was commanded with respect to 
the interpretation thus made in the 
findings and dicta. On the contrary 
the Federal Power Commission ex- 
pressly denied a request that there be 
such a command. 

What the reason was for this very 
unusual step, we do not pretend to 
know. Its practical effect was to deny 
the Illinois Commerce Commission, 


and anyone else adversely affected by 
the interpretation so made, an oppor- 
tunity to seek a judicial review. It 
would, moreover, be unreasonable to 
expect this Commission, even if it had 
a right to do so, to seek review of a 


Federal Power Commission order 
which, in so far as it dealt by order 
with matters in which this Commis- 
sion was interested, was generally fa- 
vorable. The practical effect of this 
unusual procedure, in other words, 
was to seek the imposition of a new, 
novel, and unprecedented interpreta- 
tion of a rate schedule in such manner 
as to avoid the possibility, or at least 
the practicability, of the judicial re- 
view which is so essential an ingredi- 
ent of due process of law. 

[2] This new, novel, and unprece- 
dented interpretation of the Panhandle 
rate schedule may be explained briefly 
as follows: Ever since the pipe line 
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was constructed service has been fur- 
nished under two general classes of 
rates known as firm rates and inter- 
ruptible rates. Panhandle formerly 
had a third class of rates known as 
seasonal rates but the latter (as we 
now think unfortunately) are not in 
effect. Firm rates, as the name im- 
plies, are those under which the cus- 
tomer is entitled to receive gas at all 
times as a right. Interruptible rates 
are those which, in the language of 
the present rate schedule known as 
RD-3, are “subject to curtailment or 
interruption when such gas is needed 
to meet the requirements of customers 
receiving service under classifications 
contemplating an uninterruptible sup- 
ply of gas from the pipe-line system of 
the company.” The question in dis- 
pute is the proper meaning of the fore- 
going rather broad and general lan- 
guage. 

That question has become very 
acute and has become one of great 
practical significance by reason of the 
fact that facilities for the underground 
storage of very large quantities of gas 
have recently been developed and con- 
nected to the easterly end of the pipe- 
line system, mostly in Michigan and 
Ohio. The practical effect of this has 
been to change radically the character 
of operation of the pipe-line system. 
Heretofore the pipe-line system has 
transported gas substantially as it has 
been required for consumption, the 
storage of gas being small in volume. 
This has resulted in an operation with 
a relatively high peak load in the win- 
ter time when the demand for gas is 
large and a low load in the summer 
when the demand for gas is much less. 
Interruptible rates, as the evidence 
shows, were designed specially to meet 
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this situation. The contemplation of 
both the buyer and seller under peak 
rates was, and has been over many 
years, that the gas would be available 
to the user except in such times of peak 
load or in times of such emergencies 
as breaks or repairs in the pipe line. 
Under such a conception the users of 
interruptible rates receive a different 
character of service than those under 
firm rates, but nevertheless they re- 
ceive a reasonable kind and quality of 
public utility service. 

The addition of large capacities for 
gas storage has essentially changed 
this. At times when the users of in- 
terruptible gas, under long existing 
concepts of interruptible rates, would 
be entitled to receive service, the gas 
can now be delivered to storage in- 
stead of being delivered to those users. 
The practical result appears clearly in 
the evidence in the present case. Dur- 
ing the last winter season Illinois in- 
dustries operating under interruptible 
rates were curtailed to a greater or 
lesser degree (for a considerable 
length of time up to 90 per cent of 
their use) for the greater part of the 
winter, thus making their supposed in- 
terruptible rates, in practical effect, 
seasonal rates. The present new pro- 
posal would permit their curtailment 
to continue during summer months 
(or through spring and fall for that 
matter) in order to provide gas for 
storage. Obviously such a situation 
is most serious and in fact may render 
the local retail rate wholly unreason- 
able, contrary to the law of Illinois. 

To accomplish this possible all-year 
curtailment of gas, however, it is nec- 
essary to construe the above-quoted 
portion of the Panhandle rate schedule 
in such manner as to carry the mean- 
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ing that the requirements of firm cus- 
tomers, for whose benefit the supply of 
interruptible customers is to be cur- 
tailed, includes not only requirements 
of gas for current use but also includes 
requirements of gas for the purpose of 
placing in storage for future uses. 
This is the question of interpreta- 
tion that has been referred to herein- 
before and which is the actual and sub- 
stantial matter now in controversy. 
On this question, as hereinbefore stat- 
ed, the Federal Power Commission 
has expressed the opinion, which it did 
not translate into an order that could 
be reviewed on the point, that the tak- 
ing of gas by the Michigan and Ohio 
companies is a firm use for the benefit 
of which industries taking gas under 
interruptible rates in Illinois and else- 
where may have their service cur- 
tailed. A contrary view was advanced, 
not only on behalf of the Illinois Com- 
merce Commission, but also on behalf 
of the Public Service Commissions of 
Indiana and Missouri, various indus- 
tries in those states, and was also 
urged in the report of the Federal 
Power Commission’s own staff. This 
contrary interpretation was also the 
subject of a dissenting opinion by one 
of the members of the Federal Power 
Commission. Thus, it can hardly be 
said that this contrary interpretation 
is in any way frivolous or lacking in 
substantial basis. As a matter of fact, 
the contrary interpretation involves 
the application of the well-known rule 
of construction that the terms of a con- 
tract in a given art or industry are to 
be construed in the light of the prac- 
tices in the art. Here there is a well- 
established practice of many years du- 
ration, in fact going back to the very 
beginning of the gas service from the 
75 PURNS 
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pipe line, in support of the interpreta- 
tion that “requirements,’’ means cur- 
rent requirements for use, and not the 
placing of gas in underground storage 
for some future and undetermined use. 

It may also be observed that the 
Panhandle Eastern Pipe Line Com- 
pany does not itself place any of this 
gas in storage. The gas so stored is 
delivered to local companies and when 
so stored undoubtedly becomes the 
property of those local companies and 
is no longer under the control of either 
the Panhandle Eastern Pipe Line 
Company or of the Federal Power 
Commission. The prospect has been 


held out that Illinois industries may 
indirectly achieve some benefit of this 
storage but certainly there is no en- 
forceable right whatever in this re- 
gard. 

Such is the controversy which was 


before the Federal Power Commis- 
sion, which the Federal Power Com- 
mission failed and even expressly 
declined to settle by any reviewable or- 
der on the subject. The disputed in- 
terpretation expressed in opinion and 
dicta but not by order of the Federal 
Power Commission is now said to be 
imposed on Illinois industries and pub- 
lic in the absence of such a reviewable 
order. 

This being the situation, the ques- 
tion arises as to what action those ad- 
versely affected should take. That 
question came before this Commission 
when on or about September 17, 1948, 
Panhandle Eastern Pipe Line Com- 
pany, admittedly in conformity with 
the disputed interpretation of rate 
schedule, directed a curtailment of gas 
affecting industries in Illinois. 

The Illinois Commerce Commission 
then acted with reluctance and only 
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after showings made before it, in di- 
recting that “as an emergency measure 
and pending further hearings to be 
held in this proceeding as aforesaid, 
the Illinois Power Company be and it 
is hereby directed forthwith to restore 
the supply and to terminate the curtail- 
ment of gas furnished to its customers” 
with conditions as above set forth. 
This order was, of course, expected to, 
and did, precipitate the institution of 
court proceedings in which review of 
the question of disputed interpretation 
of the rate schedule is necessarily an 
essential ingredient. 

In other words the Illinois Com- 
merce Commission, faced with a very 
unusual and, to the interest of the pub- 
lic in this state, highly dangerous sit- 
uation, had no reasonable alternatives 
other than to submit ito what it con- 
siders as a wrong and unjust interpre- 
tation which it has not had as yet a 
fair opportunity to have reviewed or, 
on the other hand, to bring about such 
a review at this time by resisting the 
application of that disputed interpre- 
tation. The Commission chose the 
latter alternative as in accord with its 
duty to protect the interest of the pub- 
lic in this state. It did not do so for 
the purpose of challenging any Fed- 
eral jurisdiction or Federal law but 
for the purpose of following the only 
practical course that was open to it to 
bring about judicial review of the dis- 
puted interpretation that was denied, 
in effect, by the unusual procedure of 
the Federal Power Commission in its 
Opinion 166. 

The matter is now before the court. 
The judicial review, which we believe 
should have been made available by 
more normal procedures, appears 
now to be afforded through the avenue 
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of the pending proceedings in the 
United States district court. 

The Commission having given fur- 
ther consideration to all of the evi- 
dence in this case, to the entire record, 
and taking notice and cognizance of 
official documents and communica- 
tions, is of the opinion and finds that 
the interim and emergency order en- 
tered in this proceeding on September 
21, 1948, should be made permanent, 
subject, however, to the outcome of 
pending proceedings in the United 
States district court as hereinafter 
more fully set forth. 

It is therefore ordered that the in- 
terim and emergency order of this 
Commission entered in this proceed- 
ing on September 21, 1948, be and it 
is hereby made permanent, provided, 
however, that this Commission takes 


cognizance of proceedings now pend- 
ing in the United States district court 
for the southern district of Illinois, 
southern division, entitled “Federal 
Power Commission v. Illinois Power 
Co. No. 956, Civil Action,” in which, 
though the Illinois Commerce Com- 
mission is not presently a party, the 
subject matter relates to acts per- 
formed pursuant to and by authority 
of the said interim and emergency or- 
der of this Commission (for which 
acts this Commission assumes full re- 
sponsibility) and the operation and ef- 
fectiveness of said interim and emer- 
gency order, as now made permanent, 
shall nevertheless cease at any time 
when the said United States district 
court, or any court of competent juris- 
diction, shall enter a decree or order 
inconsistent therewith. 
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Montana-Dakota Utilities Company 


Federal Power Commission et al. 


No. 13396 
169 F2d 392 
August 4, 1948 


ETITIONS for review of orders of Federal Power Commission 
P prescribing rates and charges for pipe-line transportation of 
natural gas in interstate commerce; affirmed. For Commis- 
sion decisions, see (1946) 64 PUR NS 11, and (1947) 68 

PUR NS 532. 


Public utilities, § 105 — Statutory common carrier — Natural gas pipe lines. 
1. A company which has constructed pipe lines in part upon rights of way 
across government-owned lands under permits granted by the Secretary of 
the Interior, pursuant to the provisions of the Leasing Act of 1920, as 
amended (41 Stat 437, 449, §§ 28 et seq., 49 Stat 678; 30 USCA § 185), 
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and regulations thereunder, is a statutory common carrier obligated to the 
public pursuant to its commitments under the Leasing Act and not merely 
a common-law common carrier, p. 173. 


Rates, § 13 — Jurisdiction of Federal Power Commission — Gas pipe-line com- 
pany. 
2. A company which applied for and accepted a permit and constructed a 
natural gas pipe line over public lands under the Leasing Act of 1920, as 
amended, became and is a statutory common carrier of natural gas and its 
rates and schedules are subject to the jurisdiction of the Federal Power 
Commission under the Natural Gas Act, and that the company prefers not 
to assume the burdens of a common carrier for the transportation of nat- 
ural gas in interstate commerce through its pipe lines is immaterial, p. 173. 


Appeal and review, § 28.1 — Conclusiveness of findings — Decision by Federal 
Power Commission, 


3. A finding of the Federal Power Commission as to the facts, if supported 
by substantial evidence, is conclusive under § 19(b) of the Natural Gas 


Act, 15 USCA § 717r(b), p. 174. 


Rates, § 251 — Schedules — Cancellation. 


4. A finding by the Federal Power Commission that a company did not 
succeed in “withdrawing” filed rate schedules from the files of the Com- 
mission is correct where the company did not cancel filed rates in the way 
provided by regulations of the Commission but wrote to the Commission 
saying that it wished to withdraw the schedules from the Commission’s “rate 
file,” after which the Commission’s secretary replied that the schedules 
had been removed from the active files of the Commission, but later the 
Commission’s secretary wrote the company that the schedules were being 
reinserted in the Commission’s active rate schedule files, p. 174. 


Rates, § 235 — Duty to establish. 

5. A common carrier of natural gas by pipe line cannot avoid the duty to 
establish rates for a potential customer on the ground that it is not required 
to fix rates prior to the time full information concerning the desired ship- 
ment has been furnished to it, in view of the provisions of § 4c of the 
Natural Gas Act, 15 USCA § 717c(c), requiring every natural gas com- 
pany to file schedules showing all rates and charges for any transportation 
or sale subject to the jurisdiction of the Commission; and the company 
cannot add to or subtract from the provisions of the statute nor rely upon 
its - failure to comply with the prescribed requirements of Congress, 
p. 174. 


Rates, § 641 — Objection to party filing complaint — Potential customer. 


6. An argument that an order of the Federal Power Commission establish- 
ing rates for transportation of natural gas is invalid because a complaint 
seeking the establishment of rates was filed by a company which was not 
a competent party complainant, for the reason that it was not presently a 
gas distributing company, is without merit when the Commission has found 
that the company has gas for sale as well as potential customers whenever 
it can obtain reasonable rates of transportation ; and, furthermore, whether 
or not the company was a competent complainant is immaterial in a case 
where, pursuant to its statutory authority, the Commission initiated the 
investigation in which the orders complained of were issued, p. 176. 
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Gas, § 2.1 — Authority of Federal Power Commission — Pipe-line company — 
Lines constructed under Leasing Act. 

7. The duties of a pipe-line company which has constructed a pipe line over 
public lands pursuant to the provisions of the Leasing Act of 1920, as 
amended, and the power of the Federal Power Commission to regulate 
rates of that company do not end at the boundaries of the public lands 
traversed by the pipe line, but apply alike to the entire interstate transporta- 
tion of natural gas over every part of the interconnected pipe-line system, 
p. 177. 


Discrimination, § 19 — Elimination — Rates — Natural Gas Act. 
8. Section 5a of the Natural Gas Act does not prescribe an exclusive means 
or method to be applied by the Federal Power Commission for removing 
a discriminatory rate or practice, but it provides that when discrimination 
is found to exist the Commission shall determine the just and reasonable 
rate or practice to be observed and fix the same by order, p. 177. 


§ 13 — Jurisdiction of Federal Power Commission — Natural gas pipe- 
line company. 

_ 9. The Federal Power Commission has authority to prescribe a rate 
schedule for a natural gas pipe-line company’s entire connected interstate 
system, as distinguished from lines traversing public lands under authority 
of the Leasing Act of 1920, as amended, when the Commission finds that 
there is undue discrimination, no feasible plan is suggested to eliminate 
discrimination, and it does not appear that any effective regulatory rate 
order could be entered to achieve that result without including the entire 
system, p. 177. 


Procedure, § 12 — Moot questions — Objections to complainant — Commission 
investigation, 

10. A proceeding before the Federal Power Commission to establish rates 
is not moot, even though objections to the status of the complainant may be 
meritorious, when the Commission has itself instituted an investigation 
upon its own motion and entered orders and the record reflects the existence 
of a controversy involving not only factual questions but questions of law 
which ought to be determined for the future guidance of the parties involved 
and the Commission, p. 178. 


Appeal and review, § 28.3 — Conclusiveness of findings — Federal Power Com- 
mission decision — Depreciation allowance. 
11. A finding of the Federal Power Commission as to the adequacy of an 
allowance for depreciation, when supported by substantial evidence, is con- 
clusive on review, p. 179. 


Rates, § 434 — Natural gas transportation — Firm deliveries. 

12. A provision, in an order prescribing rates for transportation of nat- 
ural gas, that the transportation service shall be equal to the firm deliveries 
made by the company for itself or for others is not objectionable as requir- 
ing the company to retain gas in its pipe lines until the shipper or his cus- 
tomer wants to use it, the order further providing that if the company is 
required to retain a shipper’s gas in its lines for a period longer than would 
be required to make immediate delivery, the company may include in the 
rate schedule a reasonable charge for “suspension of service,” p. 179. 


Rates, § 434 — Natural gas transportation — Minimum shipments. 
13. An objection to an order of the Federal Power Commission establish- 
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ing rates for natural gas transportation, based on the absence of a provi- 
sion for minimum shipments, is without merit when there is no evidence 
of a suggested practice of householders purchasing small producing plants 
and shipping gas to themselves for their own use, and where provision is 
made in the Natural Gas Act and in regulations thereunder for taking care 
of such conditions when they arise, p. 180. 


§ 434 — Natural gas transportation — Nominated demand. 

14. An order of the Federal Power Commission establishing rates for 
transportation of natural gas by pipe line is not objectionable because it 
does not require a nominated demand by the shipper, where the order per- 
mits the company with the approval of the Commission to require a reason- 
able nominated demand, p. 180. 


Appeal and review, § 53 — Grounds for reversal — Objections to rate order — 
Possible unfairness. 

15. The court, on appeal from an order of the Federal Power Commission 
establishing rates for transportation of natural gas, cannot annul a pre- 
scribed rule for applying the rates to deliveries simply because the company 
can conceive a situation which considered in isolation might not return the 
amount hoped for, in the absence of an actual test of the rate schedule to 
show that it results in some unfairness, p. 180. 


§ 434 — Natural gas transportation — Billing demand charge — Consolida- 
tion of deliveries. 

16. An objection to an order of the Federal Power Commission establish- 

ing rates for transporting natural gas, based on a provision for computing 

the monthly billing demand charge by consolidating deliveries on different 


parts of the system, should not be sustained when there is no claim that 
the rule is prejudicial to the rights of the company, even though the method 
is not the same as that employed by railroads in billing assignments of 
commodities over their lines, p. 181. 


§ 434 — Natural gas transportation — Payment for line loss. 

17. Limitation of a natural gas shipper’s share in line loss to 10 per cent 
of deliveries is not unfair although a pipe-line company transporting nat- 
ural gas has line losses in excess of 10 per cent, where, if field losses are 
excluded, the losses on the transmission lines are substantially less than 10 
per cent, p. 182. 
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APPEARANCES: Armin M. John- 
son, of Minneapolis, Minn. (John C. 
Benson and Faegre & Benson, all of 
Minneapolis, Minn., on the brief), for 
petitioner; Lambert McAllister, Spe- 
cial Counsel, Federal Power Commis- 
sion, of Washington, D. C. (Bradford 
Ross, General Counsel, Federal Power 
Commission, of Washington, D. C., 
and S. W. Jensch, Attorney, Federal 
Power Commission, of St. Paul, 
Minn., on the brief), for respondent 
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Federal Power Commission; L. E. 
Melrin, of Minneapolis, Minn. (Mel- 
rin & Nieman, of Minneapolis, Minn., 
on the brief), for respondent Monda- 
kota Gas Co. 


Before Thomas, Johnsen and Rid- 
dick, Circuit Judges. 


Tuomas, CJ.: Pursuant to the pro- 
visions of § 19(b), 15 USCA § 717r 
(b), of the Natural Gas Act of June 
21, 1938, the Montana-Dakota Utili- 
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ties Co. has petitioned this court to re- 
view, vacate, and set aside two orders 
of the Federal Power Commission. 
The first order dated March 22, 1946, 
64 PUR NS 11, requires the petition- 
er to file, for the common carrier trans- 
portation of natural gas in interstate 
commerce, a new rate schedule reflect- 
ing the rates and charges set forth in 
an exhibit appended to the order. The 
second order, entered on rehearing and 
dated January 29, 1947, 68 PUR NS 
52, affirms the first. 

Montana-Dakota Utilities Co. or- 
ganized under the laws of Delaware 
with its principal place of business at 
Minneapolis, Minnesota, is a natural 
gas company within the meaning of 
the Natural Gas Act, § 2(6), 15 
USCA § 717a(6), in that it is “en- 
gaged in the transportation of natural 
gas in interstate commerce.” As such 
natural gas company it has a certifi- 
cate of convenience and necessity is- 
sued by the Federal Power Commis- 
sion on April 6, 1943. 

It owns and operates an integrated 
interconnected pipe-line system located 
in the states of Montana, North Da- 
kota, and South Dakota. Natural gas 
transported in this system comes from 
the Bowdoin field in Montana and the 
Baker field situated partly in Montana 
and partly in North Dakota. The pipe 
lines extend from near Malta, Mon- 
tana, and Williston, North Dakota, on 
the north to Rapid City in the Black 
Hills of South Dakota, on the south; 
and from Miles City, Montana, on the 
west to Bismarck, North Dakota, on 
the east. The natural gas transport- 
ed through its lines is distributed for 
public consumption to communities in 
the thre states named for industrial, 
commercial and domestic purposes. 
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The original complainant, Monda- 
kota Development Company, was a 
Montana corporation owning leases 
and operating agreements covering ap- 
proximately 40,000 acres of oil and 
gas lands in the Baker and Bowdoin 
fields. Its successor, Mondakota Gas 
Company, was organized under the 
laws of Nevada in 1942 and took over 
and acquired all of the assets of the 
Development Company. 

Among the assets acquired by the 
gas company from Mondakota Devel- 
opment Company are two producing 
wells known as the Becker wells. One 
of these wells is on state school land 
and the other on privately owned fee 
land, 5 and 7 miles, respectively, dis- 
tant from petitioner’s Little Beaver 
compressor station in the Baker gas 
field. These wells have never been 
connected with any pipe line but since 
their completion have been shut in and 
have produced no gas. 

With the exception of petitioner’s 
pipe line extending in an easterly di- 
rection from its Cabin Creek compres- 
sor station in Montana to Bismarck, 
North Dakota, the pipe lines involved 
in this case were constructed in part 
upon rights of way across govern- 
ment-owned lands under permits 
granted by the Secretary of the In- 
terior pursuant to the provisions of 
the Leasing Act of February 25, 1920, 
as amended by the Act of August 21, 
1935, 41 Stat 437, 449, §§ 28 et seq., 
49 Stat 678, 30 USCA §§ 185 et seq., 
and regulations thereunder. 

Pursuant to certain provisions of the 
Leasing Act, supra, the Secretary of 
the Interior approved unit plan agree- 
ments covering the production and 
marketing of natural gas in both the 
Bowdoin and Baker fields in which 
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petitioner was designated the “Unit 
Operator.” All the natural gas trans- 
. ported over its pipe lines is either pro- 
duced by the petitioner or purchased 
by it from others under these agree- 
ments. 

By the terms of the unit plan agree- 
ments the petitioner is given certain 
exclusive rights relating to prospecting 
for, producing, and disposing of the 
natural gas from the lands described 
in the agreements. The Commission 
found that as a result of the operation 
of such unit plan and its own produc- 
tion from wells in these fields the peti- 
tioner acquired and exercises complete 
control of the production, transporta- 
tion, and sale of all gas produced from 
both fields and that it provides the ex- 
clusive market for such gas. 

Gas produced on government-owned 
lands is transported through all parts 
of its system of lines. Petitioner has 
never transported any natural gas for 
others; nor does it sell natural gas 
at wholesale for resale to any gas dis- 
tributing company. 

This proceeding was instituted when 
the Mondakota Development Com- 
pany filed its complaint against the pe- 
titioner herein on December 6, 1941. 
Thereafter, its successor, Mondakota 
Gas Company, was substituted as par- 
ty complainant. 

The original complaint alleged that 
the rates and charges specified in sched- 
ules filed with the Commission by the 
petitioner, as common carrier for the 
transportation of natural gas in inter- 
state commerce, were excessive, unrea- 
sonable, and discriminatory, and asked 
that the Commission fix fair, reason- 
able and nondiscriminatory rates for 
such services. 

In its answer the petitioner denied 
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that it had any rates for the transporta- 
tion of natural gas and alleged that 
the complainant had not tendered any 
gas to it for shipment and never had 
any gas to ship. 

On its own motion the Commission 
commenced a separate proceeding on 
July 7, 1942, by an order instituting 
an investigation to determine whether 
petitioner is a natural gas company 
within the meaning of the Natural Gas 
Act and “whether in connection with 
any transportation or sale of natural 
gas, subject to the jurisdiction of the 
Commission, any rates, charges, or 
classifications demanded, observed, 
charged or collected, or any rules, reg- 
ulations, practices, or contracts, affect- 
ing such rates, charges, or classifica- 
tions, are unjust, unreasonable, unduly 
discriminatory or preferential”, and, 
if found to be so, to fix just and rea- 
sonable rates. 

The orders complained of were en- 
tered in a consolidation of these two 
proceedings for purposes of hearing 
before the Commission. 

Long prior to the commencement of 
these proceedings, in October, 1933, 
the petitioner had filed in the Depart- 
ment of the Interior a rate schedule for 
the interstate transportation of natural 
gas through that part of its pipe line 
extending from its Baker Compressor 
Station in Montana south to Rapid 
City, South Dakota. A second sched- 
ule of rates for the same line was filed 
in 1936; and on August 24, 1938, both 
these schedules were filed with the 
Federal Power Commission. These 
are the schedules assailed in the com- 
plaint as unreasonable and discrimina- 
tory. Further facts relating to them 
will be set out in connection with the 
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discussion of the points relied upon by 
the petitioner. 

The petitioner contends: 1. That 
the orders under review are invalid 
and void because the Federal Power 
Commission is without power or ju- 
risdiction to determine the issues pre- 
sented; and 2. That the rates pre- 
scribed by the Commission’s order of 
March 22, 1946, supra, and affirmed 
on rehearing, are arbitrary, inade- 
quate, and confiscatory. 

[1, 2] Since petitioner’s first con- 
tention, urged here persuasively and 
emphatically, is that the Federal Pow- 
er Commission is without power to 
determine the issues presented it will 
be conducive to clarity and brevity 
alike to inquire what are the Commis- 
sion’s powers applicable to the issues 
decided and now to be reviewed. 

Section 1 of the Natural Gas Act, 
supra, 15 USCA 717, provides: 

“(a) it is hereby declared 
that the business of transporting and 
selling natural gas for ultimate dis- 
tribution to the public is affected with 
a public interest, and that Federal reg- 
ulation in matters relating to the trans- 
portation of natural gas and the sale 


thereof in interstate and foreign com- 
merce is necessary in the public in- 
terest. 

“(b) The provisions of this chapter 
shall apply to the transportation of 
natural gas in interstate commerce 

. and to natural-gas companies en- 
gaged in such transportation. . . .” 

Sections 4(c) and 5(a), 15 USCA 
§§ 717c(c) and 717d(a), of the Nat- 
ural Gas Act, copied in the margin,’ 
define the Commission’s general pow- 
ers. 

Petitioner first urges that, even 
though it be a natural gas company 
within the meaning of the act, it is 
not a common carrier of natural gas 
unless it be as a common law common 
carrier; that it is only a public utility 
company transporting natural gas in 
interstate commerce to supply its own 
customers; and that it discharges its 
common carrier duty by purchasing 
natural gas under the unit plan. We 
think it is a statutory common carrier 
obligated to the public pursuant to its 
commitments under the Leasing Act, 
supra. Except the extension to Bis- 
marck, North Dakota, all of petition- 
er’s pipe lines traverse government 





1 Section 4(c) “Under such rules and regu- 
lations as the Commission may prescribe, 
every natural gas company shall file with the 
Commission, within such time (not less than 
sixty days from the date this act takes effect) 
and in such form as the Commission may 
designate, and shall keep open in convenient 
form and place for public inspection, sched- 
ules showing all rates charges for any 
transportation or sale subject to the jurisdic- 
tion of the Commission, and the classifications, 
practices, and regulations affecting such rates 
and charges, together with all contracts which 
in any manner affect or relate to such rates, 
charges, wo and services.” 

Section 5(a) “Whenever the Commission, 
after a hearing had upon its own motion or 
upon complaint of any state, municipality, state 
Commission, or gas distributing company, 
shall find that any rate, charge, or classifica- 
tion demanded, observed, charged, or collected 
by any natural gas company in connection with 
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any transportation or sale of natural gas, sub- 
ject to the jurisdiction of the Commission, 
or that any rule, regulation, practice, or con- 
tract, affecting such rate, charge, or classifi- 
cation is unjust, unreasonable, unduly -dis- 
criminatory, or preferential, the Commission 
shall determine the just and reasonable rate, 
charge, classification, rule, regulation, 

tice, or contract to be thereafter observed and 
in force, and shall fix the same by order. 
Provided, however, That the Commission shall 
have no power to order any increase in any 
rate contained in the currently effective sched- 
ule of such natural gas company on file with 
the Commission, unless such increase is in ac- 
cordance with a new schedule filed by such 
natural gas company; but the Commission 
may order a decrease where existing rates are 
unjust, unduly discriminatory, preferential, 
otherwise unlawful, or are not the lowest rea- 
sonable rates.” 
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owned lands under permits issued by 
the Secretary of the Interior pursuant 
to the Leasing Act and regulations 
thereunder. 

Section 28 of the Leasing Act, 30 
USCA § 185, provides that “Rights 
of way through the public lands . . . 
may be granted by the Secretary of 
the Interior for pipe-line purposes for 
the transportation of oil or natural 
gas to any applicant possessing the 
qualifications provided in § 181 of this 
title, to the extent of the ground occu- 
pied by the said pipe line and 25 feet 
on each side of the same under such 
regulations and conditions as to sur- 
vey, location, application, and use as 
may be prescribed by the Secretary of 
the Interior and upon the express con- 
dition that such pipe lines shall be con- 
structed, operated, and maintained as 
common carriers and shall accept, con- 
vey, transport, or purchase without 
discrimination, oil or natural gas pro- 
duced from government lands in the 
vicinity of the pipe line . . . .” 

The understanding of petitioner and 
of the Secretary of the Interior as to 
the meaning of § 28 of the Leasing 
Act, supra, is clearly shown by a stip- 
ulation entered into on December 17, 
1934, in connection with petitioner’s 
application for right-of-way permits 
for gas pipe lines over public lands 
in Montana, North Dakota and South 
Dakota wherein applicant “expressly 
consents and agrees that its pipe line 
shall be constructed, operated, and 
maintained as a common carrier and 
that the use of the pipe line for the 
transportation of oil or gas shall be 
limited to oil or gas produced in con- 
formity with state and/or Federal laws 

. and further expressly consents 
and agrees to purchase and/or trans- 
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port oil or gas available on govern- 
ment lands in the vicinity of its pipe 
line or gathering branches without dis- 
crimination as between government 
lands and lands of others and in such 
ratable proportions as may be satisfac- 
tory to the Secretary of the Interior.” 

It is too clear for argument that the 
petitioner, having applied for and ac- 
cepted a permit to do so and having 
constructed its pipe line over the pub- 
lic lands, became and is a statutory 
common carrier of natural gas and 
that its rates and schedules are sub- 
ject to the jurisdiction of the Federal 
Power Commission under the Natural 
Gas Act. To hold otherwise would 
negative the purposes of Congress as 
expressed in both the Leasing and the 
Natural Gas Acts. That petitioner 
prefers not to assume the burdens of 
a common carrier for the transporta- 
tion of natural gas in interstate com- 
merce through its pipe lines is imma- 
terial. United States v. Ohio Oil Co. 
(1934) 234 US 548, 58 L ed 1459, 
34 S Ct 956. 


[3-5] The petitioner next argues 
that the Commission’s only power is 
to revise the existing rates of a natural 
gas company ; that since it had no rates 
in existence at the beginning of these 
proceedings or at any time thereafter, 
the orders under review, therefore, are 
invalid and void. 

It is true that the powers of an ad- 
ministrative agency created by Con- 
gress to carry on governmental activi- 
ties are circumscribed by the authority 
granted in the act or acts of Congress 
pertaining thereto. Stark v. Wickard 
(1944) 321 US 288, 309, 88 L ed 733, 
64 S Ct 559; Marbury v. Madison 
(1803) 1 Cranch 137, 165, 2 L ed 
60; Morgan v. United States (1936) 
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298 US 468, 479, 80 L ed 1288, 56S 
Ct 906. 

Section 5(a), 15 USCA § 717d(a), 
of the Natural Gas Act provides that 
“Whenever the Commission, after a 
hearing had upon its own motion or 
upon complaint . . . shall find that 
any rate . . . demanded, observed, 
charged, or collected by any natural 
gas company in connection with any 
transportation or sale of natural gas, 
subject to the jurisdiction of the Com- 
mission . . . is unjust, unreasonable, 
etc. . . . the Commission shall deter- 
mine the just and reasonable rate 


” 
. 


The question of fact, therefore, 
whether the petitioner did have a 
schedule of rates in existence is of im- 
portance. It is conceded that pur- 
suant to the provisions of the Natural 
Gas Act and the Commission’s Order 
No. 53, the petitioner on August 24, 
1938, filed with the Commission the 
two rate schedules referred to above 
previously filed with the Secretary of 
the Interior which were designated in 
the Commission’s files as “Montana- 
Dakota Utilities Co. Rate Schedules 
F. P. C. Nos. 3-G and 4-G.” Upon 
the evidence submitted, including its 
own records, the Commission found: 

“(10) Montana-Dakota Utilities 
Co. Rate Schedules F. P. C. Nos. 3-G 
and 4—G since the date of filing have 
remained continuously on file with the 
Commission as respondent’s demand- 
ed rates for the common carrier trans- 
portation service therein specified. 
Such rate schedules have not been 
amended, altered, changed, or can- 
celed.” 

The only means of altering, chang- 
ing or canceling a filed rate schedule 
is provided by the Provisional Rules 
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of Practice and Regulations under the 
Natural Gas Act promulgated by the 
Commission and of which the Com- 
mission found that petitioner had ac- 
tual notice. Section 54.5 of Part 54 
of such rules provides that when a rate 
schedule on file with the Commission 
is proposed to be canceled a formal 
notice shall be served upon the Com- 
mission to that effect and posted for 
thirty days, after which the Commis- 
sion may permit the notice of cancella- 
tion to be filed with the proposed effec- 
tive date thereof. The procedure so 
required was not complied with. Not- 
withstanding such failure, in order to 
show that it had no rate schedules on 
file with the Commission, petitioner 
relies upon correspondence with the 
chief of the rate section of the Com- 
mission. On January 16 and February 
8, 1940, petitioner’s treasurer wrote 
saying that its rate schedules 3—G and 
4—G had not been used and that it, 
therefore, wished to withdraw them 
from the Commission’s “rate file.” 
On February 20, 1940, the Com- 
mission’s secretary replied saying, 
“Your Rate Schedules FPC Nos. 1-G, 
3-G, and 4—G have been removed from 
the active files of the Commission.” 
As heretofore stated, on December 
6, 1941, the original complaint was 
filed in this proceeding. On July 7, 
1942, the Commission’s order institut- 
ing investigation was entered. There- 
after, on July 13, 1942, a letter for the 
Commission signed by its secretary 
was sent to the petitioner reading: 
“In your letters of January 16, 
1940, and February 8, 1940, you in- 
formed the Commission that no serv- 
ice had been rendered under either of 
the rate schedules [3—G and 4—G] and 
stated that you wished to withdraw 
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them. In a letter of February 20, 1940, 
you were informed that the rate sched- 
ules were ‘removed from the active 
files of the Commission.’ 

“Tt now appears that the rates and 
services provided by the two rate 
schedules are still your ‘demanded’ 
rates for the transportation of natural 
gas. Therefore, these rate schedules 
are being reinserted in the Commis- 
sion’s active rate schedule files.” 


The question presented to this court 
is whether the findings of the Commis- 
sion, supra, that the rate schedules 
filed by petitioner with the Commis- 
sion on August 24, 1938, “have not 
been . . . canceled” is supported by 
substantial evidence. Section 19(b), 
15 USCA § 717r(b), provides that 
upon review “The finding of the Com- 
mission as to the facts, if supported by 
substantial evidence, shall be conclu- 
sive.” The findings of an administra- 
tive agency are not to be tested by 
Rule 52(a) of the Rules of Civil Pro- 
cedure, 28 USCA following § 723c, 
United States v. United States Gyp- 
sum Co. (1948) 333 US 364, 395, 92 
L ed —, 68 S Ct 525. The petitioner 
did not cancel the filed rate schedules 
in the way provided by the regula- 
tions ; and literally speaking it did not 
succeed in “withdrawing” them from 
the files of the Commission. Technical- 
ly, therefore, the finding is correct. 
Under these circumstances we are 
bound by the finding of the Commis- 
sion; and we cannot hold that the 
Commission for this reason alone ex- 
ceeded its power in investigating and 
revising the rate schedules filed by pe- 
titioner. 

In this connection petitioner argues 
that, conceding arguendo that it is a 
statutory common carrier of natural 
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gas and subject to the jurisdiction of 
the Commission, it is not required in 
any event to fix rates prior to the 
time full information concerning the 
desired shipment has been furnished to 
it. 

This contention ignores the provi- 
sions of the Natural Gas Act, § 4(c) of 
which provides that “Under such rules 
and regulations as the Commission 
may prescribe, every natural gas com- 
pany shall file with the Commission, 
within such time (not less than sixty 
days from the date this chapter takes 
effect) and in such form as the Com- 
mission may designate sched- 
ules showing all rates and charges for 
any transportation or sale subject to 
the jurisdiction of the Commission 

After the effective date of the stat- 
ute, by its Order No. 53 of July 5, 
1938, the Commission provided that 
all schedules covering deliveries of 
natural gas in the states of Montana, 
North Dakota, South Dakota, and cer- 
tain other states should be on file not 
later than August 22, 1938; and by 
Part 54 of its Provisional Rules of 
Practice and Regulations, Order 52, 
it specified the form in which such 
schedules should be filed. Pursuant to 
the statute and in compliance with 
these regulations petitioner filed rate 
schedules 3-G and 4-G referred to 
above. It cannot now add to or sub- 
tract from the provisions of the stat- 
ute nor rely upon its own failure to 
comply with the prescribed require- 
ments of Congress. 

[6] The further argument on this 
point that the Mondakota Gas Com- 
pany is not a competent party com- 
plainant for the reason that it is not 
presently a gas distributing company 
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is without merit in view of the finding 
of the Commission that it has gas for 
sale as well as potential customers 
whenever it can obtain reasonable 
rates of transportation. Further, 
whether or not the gas company is a 
competent complainant is immaterial 
in view of the fact that pursuant to its 
statutory power the Commission 
initiated the investigation in which the 
orders complained of were issued. 

[7-9] Again, the petitioner insists 
that the orders complained of are in- 
valid and void for the reason that 
whereas the rate schedules, 3—G and 
4—G on file with the Commission, ap- 
plied only to the pipe line running 
south from the Baker compressor in 
Montana to Rapid City, South Da- 
kota, called the Black Hills line, the 
rates prescribed in the orders apply to 
petitioner’s entire Bowdoin-Baker sys- 
tem of lines including the line from its 
Cabin Creek compressor station in 
Montana to Bismarck, North Dakota, 
which line does not traverse any pub- 
lic lands. 

This contention requires a consid- 
eration of the conditions confronting 
the Commission when it undertook to 
exercise the rate-making power im- 
posed upon it by law. The Commis- 
sion found, and its finding is supported 
by substantial evidence in the record, 
that the petitioner owns and operates 
an integrated interconnected natural 
gas pipe-line system, with appurtenant 
facilities, through which it transports 
in interstate commerce natural gas 
produced in Montana and North Da- 
kota to markets in both these states 
and in South Dakota. Gas moves 
north in this system from the Baker 
field over lines terminating at Miles 
City, Montana, and Williston, North 
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Dakota, and also, over the line ter- 
minating at Bismarck, North Dakota. 
Sometimes gas moves from the Bow- 
doin field to all these markets except 
the markets in South Dakota. The 
petitioner is a shipper to all such mar- 
kets as well as a carrier. Further, the 
duties of the petitioner as a common 
carrier and the regulatory power of 
the Commission do not end at the 
boundaries of the public land traversed 
by the pipe lines. They apply alike to 
the entire interstate transportation of 
natural gas over every part of the in- 
terconnected pipe-line system. 

The Commission also found that 
the rates demanded, Rate Schedules 
3-G and 4-G, are unduly discrimina- 
tory in that they are greater than the 
rates charged for gas (i. e., the cost 
of the gas plus all transportation 
costs) delivered to petitioner’s own in- 
dustrial customers, each of whom is 
served directly from transmission 
lines. 

Under these circumstances no feas- 
ible plan is suggested to eliminate dis- 
crimination, and it does not appear 
that any effective regulatory rate or- 
der could be entered to achieve that 
result, without including the entire 
system. Moreover, § 5(a) of the Nat- 
ural Gas Act does not prescribe an ex- 
clusive means or method to be applied 
by the Commission for removing a 
discriminatory rate or practice. On 
the other hand, § 5(a) of the Natural 
Gas Act provides that when discrim- 
ination is found to exist the Commis- 
sion “shall determine the just and rea- 
sonable rate, charge, classification, 
rule, regulation, practice, or contract 
to be thereafter observed and in force, 
and shall fix the same by order. . . .” 
We hold that the Commission’s pow- 
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ers are adequate under the circum- 
stances shown here to enter its order 
prescribing a rate schedule for peti- 
tioner’s entire connected interstate 
system. 

[10] The jurisdiction of the Com- 
mission is challenged, finally, on the 
ground that the proceeding in which 
the orders were entered is and was at 
all times moot because (1) the com- 
plainant Mondakota Development 
Company was dissolved prior to the 
hearing; (2) the substituted com- 
plainant, Mondakota Gas Company, is 
not and never was a natural gas dis- 
tributing company within the meaning 
of § 5 of the Natural Gas Act, and con- 
sequently was not a qualified complain- 
ant; and (3) the gas producing wells 
of the Mondakota Gas Company are 
located in territory included in one of 
the potential unitization plans. 

The Commission considered each of 
these arguments and rejected them. 
We think it is unnecessary to extend 
this opinion with a discussion of these 
contentions because, assuming that 
one or more of them is meritorious, 
they do not show that the proceeding 
is moot. Section 5(a) of the Natural 
Gas Act provides that a hearing may 
be had by the Commission upon its 
own motion and upon a proper finding 
shall determine the just and reason- 
able rate, etc. In this instance the 
Commission did institute an investiga- 
tion upon its own motion and as a re- 
sult of that hearing made findings and 
entered the orders complained of. The 
whole record here reflects the exist- 
ence of a dispute and controversy, in- 
volving not only factual questions but 
also questions of law which ought to 
be determined for the future guidance 
of the petitioner and of the Commis- 
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sion. Under these circumstances a pro. 
ceeding before a government agency 
is not moot. See Walling v. Haile 
Gold Mines (1943) 136 F2d 102. 

To support its second contention, 
namely, that the rates prescribed by 
the Commission’s order of March 24, 
1946, are arbitrary, inadequate and 
confiscatory, the petitioner argues: 
1. The rates make no allowance for 
the increased facilities or services re- 
quired to be furnished; 2. The rates 
would not return the costs upon which 
they are computed; 3. The allowance 
for depreciation is inadequate; 4. The 
order requires petitioner to provide 
storage in its transmission lines for 
the natural gas of a shipper; 5. The 
orders provide for no minimum ship- 
ments; 6. They (the orders) require 
no nominated demand by a shipper; 
7. The provisions for “Determination 
of Billing Demand” will not provide 
payment by the shipper for his full 
demand; 8. The provision for con- 
solidation of deliveries in computing 
billing demand is improper ; and 9. The 
provisions for line loss and variation 
in heat content are arbitrary and un- 
reasonable. 

The rates prescribed in the order 
complained of were based upon what 
the Commission found to be the peti- 
tioner’s cost of rendering service for 
the years 1942 and 1943 and included 
depreciation, taxes, a fair proportion 
of general expense and working capi- 
tal, plus a return of 6 per cent on de- 
preciated investment in gas plant. 

The petitioner first assails as con- 
fiscatory the use of costs for rendering 
services in 1942 and 1943 as an ade- 
quate and proper basis for a rate 
schedule in later years on the ground 
that in 1942 and 1943 this petitioner 
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transported natural gas for itself only 
for delivery to its own customers in the 
capacity of a public utility and not in 
the capacity of a common carrier. Its 
claim is that to transport gas as a com- 
mon carrier it will be required to add 
to its present facilities meters at points 
both of receipt and of delivery and per- 
haps other facilities, all of which will 
result in additional costs of service. 
The Commission contends that the 
prescribed rate is based upon the total 
cost, as shown by the record, of trans- 
porting gas as a common carrier. One 
witness testified that a latitude for all 
such extra costs for common carrier 
services is provided in the cost deter- 
minations. A witness for the petition- 
er took the opposite view. 

The record does not show that the 
cost of meters or other facilities or 
services required under the order for 
common carrier services would be sub- 
stantial or that the rule that the rates 
must be fair and reasonable and not 
discriminatory would require any in- 
crease in the rates prescribed. 

Petitioner’s second contention, that 
the rates prescribed would not return 
the costs upon which they are com- 
puted, is based upon an inference 
drawn from a study made by a rate 
engineer and introduced in evidence 
on rehearing as Exhibit 2. Analysis 
of the exhibit and of the evidence in 
connection therewith discloses that the 
inference drawn by counsel for peti- 
tioner is not supported by the evidence 
and does not demonstrate the conclu- 
sion that the prescribed rate is con- 
fiscatory. 

[11] The third contention, namely, 
that the allowance for depreciation is 
inadequate, arises out of the conflict- 
ing evidence of two expert witnesses. 
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The contention does not present a 
question for the court. The finding of 
the Commission is supported by sub- 
stantial evidence and is, therefore, con- 
clusive on review. 

[12] The fourth contention is that 
the orders of the Commission require 
petitioner to provide storage in its 
transmission lines for the natural gas 
of a shipper. This objection is predi- 
cated upon the provision of the order 
reading : 

“The transportation service ren- 
dered shall, in all ways, be equal to the 
firm deliveries made by the company 
for itself or for others.” (64 PUR NS 
at p. 28.) 

This, petitioner claims, requires it 
to retain the gas in its pipe lines until 
the shipper or his customer wants to 
use it, whereas it should be permitted 
to require the shipper to accept de- 
livery of the gas from its line when the 
gas reaches the destination point. The 
provision of the order referred to con- 
tinues with the explanation: 

“During periods when service to 
any of the company’s customers is 
limited in any part of the system for 
lack of capacity to serve, shipper’s con- 
sumers in a like classification and on 
the same part of the system may be 
limited to the same extent as are those 
of the company.” (64 PUR NS at p. 
28.) 


This provision, as we understand 
it, is intended to enable the petitioner 
to treat its own customers and the cus- 
tomers of shippers with equal fairness 
and to prevent discrimination in favor 
of either group of customers or of 
consumers. If this view be erroneous, 
and if petitioner is required to retain 
a shipper’s gas in its lines for a period 
longer than would be required to make 
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immediate delivery, then the order 
permits the petitioner to include in the 
rate schedule, which it is required to 
file, a reasonable charge for “Suspen- 
sion of Service.” The objection, we 
think, is without substance. 

[13] The fifth point in this list of 
objections to the order is that no pro- 
vision is made for minimum ship- 
ments. 

This is a speculative conjecture that 
householders, for instance residents of 
North Dakota, might purchase small 
gas-producing plants in Montana and 
ship gas to themselves for their own 
use. There is no evidence that such 
a practice would possibly occur. Under 
such circumstances a court would not 
be warranted in setting aside a rate 
order. Brush Electric Co. v. Galves- 
ton, 262 US 443, 67 L ed 1076, PUR 
1923D 573, 43 S Ct 606. Further, 


provision is made in the statute and 
in the regulations thereunder for tak- 
ing care of such conditions when they 


arise. Section 4(d) of the Natural 
Gas Act, 15 USCA § 717c(d), pro- 
vides that “Unless the Commission 
otherwise orders, no change shall be 
made by any natural gas company in 
any such rate . . . , except after thirty 
days’ notice to the Commission and to 
the public . . . . The Commission, 
for good cause shown, may allow 
changes to take effect without requir- 
ing the thirty days’ notice herein pro- 
vided for .. . .” And Part 54 of the 
Regulations provides for the form and 
contents of such notice of change. The 
objection so presented and argued is, 
therefore, without merit. 

[14] The sixth criticism of the or- 
ders is that they require no nominated 
demand by the shipper. By “nominat- 
ed demand” petitioner explains that 
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“the shipper must state the amount 
of his maximum shipment in any 
twenty-four hours, which statement 
will constitute a maximum limitation 
upon his shipments.” Without such 
knowledge, it is said, the petitioner 
cannot make intelligent provision for 
the handling of its own load as a pub- 
lic utility. 

This argument has no meritorious 
foundation in the order complained of. 
The order provides that “Service un- 
der this rate shall be provided under 
contract for 12-month periods . . .”; 
that petitioner may include in its rate 
schedule a requirement for an “Ap- 
plication for Service” by the shipper ; 
and that the billing dermand may be 
based upon 90 per cent of the maxi- 
mum day capacity requested in the 
application for service.” Thus the or- 
der permits the petitioner with the ap- 
proval of the Commission to require a 
reasonable “nominated demand.” This 
should be equally as fair and satisfac- 
tory, if not more so, than would be a 
fixed “nominated demand” predeter- 
mined by the Commission. 

The seventh point assailing the rate 
order as confiscatory is that the pro- 
visions for determining billing demand 
for transportation of natural gas will 
not provide payment by the shipper for 
his full demand on petitioner’s system. 

[15] The order provides that the 
charge for transportation service shall 
be computed monthly at a rate consist- 
ing of two factors called a “Demand 
Charge” and a “Commodity Charge.” 
The demand charge shall be: “$1.10 
for each thousand cubic feet of billing 
demand,” and the commodity charge 
shall be: “7 cents for each thousand 
cubic feet of gas delivered.” Under 
the caption “Determination of Bill- 
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ing Demand,” the order then pro- 
vides : 

“For the purpose of billing under 
this rate schedule, the billing demand 
shall be whichever of the following 
(a), (b), or (c) is the largest: 

“(a) The largest amount of gas de- 
livered in any regular 24-hour meter- 
ing period during the current billing 
month. 

“(b) 90 per cent of the maximum 
day capacity requested in the applica- 
tion for service. 

“(c) 90 per cent of the largest 
amount of gas delivered in any 24- 
hour period of the preceding eleven 
months. 

“Provided, however, that if de- 
liveries on any day during the billing 
period were limited by the company in 
any manner the billing demand shall 
be the least amount delivered in any 
such 24-hour metering period during 
which deliveries are so limited.” (64 
PUR NS at p. 28.) 

Computing the demand charge for 
one month at the rate provided for a 
shipper who had requested shipment of 
1,000 thousand cubic feet as his maxi- 
mum day-capacity the charge will be 
1,000 times $1.10 or $1,100 a month; 
and 12 times $1,100 or $13,200 for a 
year. 

Petitioner assumes two hypothetical 
cases to illustrate that in practice it 
might not always receive the reason- 
able billing charge shown in the fore- 
going computation. In the first case 
it is assumed that the shipper actually 
ships a maximum of only 900 thou- 
sand cubic feet per day for eleven 
months of the year and 1,000 thousand 
cubic feet for one month, in which case 
the demand for the year would be only 
$11,900 instead of $13,200. 
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In the second illustration it is as- 
sumed that if for causes beyond peti- 
tioner’s control it is required to shut 
off delivery for one day within any 
month, the shipper would, under the 
limiting clause in the order, pay no de- 
mand charge for the whole month. 

Upon consideration of the rule for 
determining the billing charge and of 
the evidence in reference thereto, it is 
obvious that the formula was designed 
to return to the petitioner fair and 
reasonable compensation for its serv- 
ices and to prevent discrimination 
against shippers. Its fairness was de- 
termined in the first instance by con- 
sideration of the petitioner’s business 
for the years 1942 and 1943. In its 
petition for rehearing this same objec- 
tion was raised and the rule was test- 
ed by a study of petitioner’s business 
for the years 1945, 1946, and 1947. 
Applying such test the Commission 
found that the rule was just and rea- 
sonable. Until an actual test of the 
rate schedule is made showing that it 
results in some unfairness, the court 
cannot annul a prescribed rule for ap- 
plying the rate to deliveries simply be- 
cause petitioner can conceive a situa- 
tion which considered in isolation 
might not return the amount hoped 
for. 

[16] Petitioner’s eighth objection 
to the order is that the provision for 
computing the monthly billing demand 
charge by consolidating the deliveries 
on different parts of the system is im- 
proper. There is no claim that the 
rule is prejudicial to the rights of the 
petitioner. The claim that the method 
is not the same as the method ems 
ployed by railroads in billing assign- 
ments of commodities over their lines 
proves nothing. The nature of the 


75 PURNS 





UNITED STATES CIRCUIT COURT OF APPEALS 


commodities shipped is different, and 
apt and appropriate methods of billing 
them may well be different. The Com- 
mission concluded that if the computa- 
tion were based on individual instead 
of consolidated deliveries the rates 
would be lower than those ordered to 
the prejudice of petitioner. 

[17] Finally, petitioner assails as 
unreasonable the provision of the or- 
der reading: 

“The shipper shall deliver to the 
company as compensation for line 
losses, in addition to the gas tendered 
for transportation, an amount of gas 
for each one thousand (1,000) cubic 
feet of gas delivered for account of 
shipper at destination, such amount be- 
ing equal to the average rate of loss 
from company’s transmission system 
during the preceding calendar year 
provided, however, that such amount 
shall not be greater than 100 cubic 
feet of gas for each 1,000 cubic feet 
of gas so delivered. 

“The company may require a pro- 
portional adjustment in the amount of 
gas tendered for transportation when 
the heating value of shipper’s gas 
varies from that delivered to the ship- 


per by more than 2 per cent.” (64 
PUR NS at p. 29.) 

The limitation of a shipper’s share 
in the line loss to 10 per cent of the 
deliveries is asserted to be unfair be- 
cause the evidence shows that petition- 
er’s line losses for 1942 and 1943 ex- 
ceeded 10 per cent of deliveries to the 
shipper. The evidence, however, shows 
that, if field losses are excluded, the 
losses on the transmission lines, ex- 
cept on the line to Bismarck, are sub- 
stantially less than 10 per cent. It 
was further shown that the poor state 
of repair on the Bismarck line caused 
the unusual losses, but that the line 
was being rehabilitated at the time. 
When fairly considered the evidence 
does not support the petitioner’s 
criticism. The petitioner may not in- 
sist on a rate or regulation that will 
shift the cost of maintaining its lines 
to the shippers. 

The criticism of the provision limit- 
ing adjustments for differences in 
heating values of gas to 2 per cent is 
not based upon any evidentiary facts 
and is conjectural and wanting in sub- 
stance. 

Affirmed. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Jersey Central Power & Light 
Company 


Docket No. 3789 
September 8, 1948 


PPLICATION by public utility company for authority to in- 
i \ crease gas rates; granted. 


Rates, § 146 — Reasonableness — Return factor — Increased expenses. 
1. Proofs that expenses have increased do not of and in themselves justify 
an increase in rates, but it must also appear that the return to the com- 
pany will not be excessive after giving effect to the proposed rates, p. 184. 


Discrimination, § 57 — Rate concessions to government. 
2. Proposed gas rates were approved notwithstanding a contention by the 
United States Government that gas sold to a fort should be priced at a 
lower level, upon a finding that the proposed rate level was not unreasonable 
when related to this customer’s characteristics of use and the cost of pro- 
viding the service, p. 185. 


> 


APPEARANCES: Joseph F. Auten- The record shows that the company 


rieth, for the company; Major Lau- 
rence W. Lougee, Assistant Army 
Judge Advocate, First Army, Gov- 
ernor’s Island, New York, New York, 
for the United States Government. 


By the Commission: Jersey Cen- 
tral Power & Light Company (herein- 
after called company) filed on April 
29, 1948, a revised rate schedule for 
gas service designated P.U.C. No. 2 
Gas, First Revised Sheet No. 10, 
Service Classification 1-G-General 
Service, involving an increase in gas 
rates to all classes of customers, to be 
effective with bills rendered on and 
after June 1, 1948. By order dated 
April 29, 1948, the Board suspended 
the revised rates pending hearing and 
determination and assigned May 19, 
1948, as the date for hearing. 
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gave notice to its customers of the pro- 
posed revision in rates by advertise- 
ments in newspapers circulating in its 
service area. Notice of the time and 
place assigned for hearing was for- 
warded by this Board to the municipal 
clerks in each of the municipalities 
served by the company. Hearings 
were held on May 19, June 9, and June 
22, 1948. With the exception of the 
United States Government counsel 
representing Fort Monmouth, no one 
appeared at the hearing in opposition 
to the proposed increases. 

The company represents that the 
proposed rates would have the effect 
of increasing gas operating revenues 
by $686,000 annually. The present 
and proposed rates are shown below in 
comparative form: 
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Present Rates 


Ist 300 cu. ft. or less per month $1.00 
Next 2,700 cu. ft. ..... $.15 per 100 cu. ft. 
Next 7,000 cu. ft. ..... $.09 per 100 cu. ft. 
Over 10,000 cu. ft. $.06 per 100 cu. ft. 
Fuel clause applies to. all gas con- 
sumed in excess of 3,000 cu. ft. 
Minimum Charges per Meter 
5 lights 
10-20 lights 
30-120 lights 
Over 120 lights 
Proposed Rates 
1st 300 cu. ft. or less per month $ 
Next 2,700 cu. ft. .161 per 100 cu. ft. 
Next 7,000 cu. ft. .... $101 per 100 cu. ft. 
Over 10,000 cu. ft. .... $.071 per 100 cu. ft. 
Fuel clause applies to all gas con- 
sumed. 
Minimum Charges per Meter 
5 lights 
10-20 lights 
30-120 lights 
Over 120 lights 


$1.00 per month 


$1.05 per month 
3.00 per month 
5.00 per month 
10.00 per month 


The company’s gas business is con- 
ducted in three divisional operations 
that are served by separate production 
facilities and are not interconnected by 
pipe lines, viz: 

The Northern Division serving cus- 
tomers in Dover, Boonton, and adja- 
cent territory. 

The Coast-Central Division serving 


customers in Asbury Park, Long 
Branch, Red Bank, Point Pleasant, 
Lakewood, Tom’s River, Beach Hav- 
en, and adjacent territory. 

The Southern Division serving cus- 
tomers in Ocean City, Wildwood, 
Cape May, and adjacent territory. 

The company asserts that an in- 
crease in rates is necessary because 
costs of labor, fuel, and other items of 
expense have been increasing at a fast- 
er pace than revenues with the result 
that the company’s operating income 
has been declining. 

[1] Proofs that expenses have in- 
creased do not of and in themselves 
justify an increase in rates. It must 
also appear that the return to the com- 
pany will not be excessive after giving 
effect to the proposed rates. 

Summarized in the table which fol- 
lows are data reflecting the actual op- 
erating results for twelve months end- 
ed March 31, 1948, and estimated op- 
erating results for the year ending 
December 31, 1948, under present 
rates : 


Taste I 


Operating Revenues 
Operating Revenue Deductions 


Operating Income (before Federal Income Taxes) 


It would appear from the foregoing 
that present rates are not expected in 
the year 1948 to produce sufficient rev- 
enues to meet operating revenue de- 
ductions (expenses, taxes, and provi- 
sion for depreciation). Under these 
circumstances present rates are mani- 
festly inadequate. 

From data in the record, the Board 
has developed the following estimate 
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Actual 12 Months’ Estimate for Year 
Ended March 31,1948 Ending Dec. 31, 1948 
Present Rates Present Rates 
$4,580,227 $4,986,179 
4,539,603 5,154,565 


($168,386) 


$40,624 


of operating income for the year 1948 
under the proposed rates : 
Taste II 
Estimate for Year 


Ending Dec. 31, 1948 
Proposed Rates 


$5,733,179 
5,311,172 


Operating Revenues 

Operating Revenue Deduc- 
tions 

Operating Income 


The revenues reflected in the above 
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table were calculated by applying the 
proposed rates to anticipated sales for 
the year 1948. 

The operating revenue deductions 
were taken at the same basic level as 
that reflected in column (2) of Table 
I and adjusted only for: (a) taxes re- 
lating to revenues, (b) savings in op- 
erating expenses, due to a change in 
policy of rendering free repair service 
on customers’ appliances, of some 
$50,000 in addition to the amount es- 
§ timated by the company, (c) inclusion 
of a provision for Federal income 
taxes computed separately for the gas 
department of the company. 

[2] The Board has carefully con- 
sidered the United States Govern- 
ment’s contention that gas sold to Fort 
Monmouth should be priced at a lower 
level than that reflected in the pro- 
posed rates and finds that the proposed 


rate level is not unreasonable when re- 
lated to this customer’s characteristics 
of use and the cost of providing the 
service. 

The operating income of $422,007 
as shown in Table II above, when re- 
lated to the company’s net investment 
in facilities used in supplying gas serv- 
ice, is equivalent to a rate of return of 
approximately 3 per cent. Such a rate 
of return is obviously not excessive. 

The Board, therefore, finds and de- 
termines 

(1) That the existing rates are un- 
just, unreasonable, and insufficient. 

(2) That the proposed rates will 
not produce an excessive return. 

(3) That the proposed rates should 
be and are hereby accepted for filing to 
become effective with bills rendered in 
the ordinary course of business on and 
after September 20, 1948. 





ALABAMA PUBLIC SERVICE COMMISSION 


United States of America 


Alabama Gas Company 


Docket 11523 
September 23, 1948 


OMPLAINT by United States of America against rates for 
gas service to Army air fields; dismissed. 


Discrimination, § 57 — Rate concessions to government — Army air fields. 
A lower rate for gas service to Army air fields than to other customers 
receiving similar service would constitute a discrimination in favor of the 
government unless the lower rate is made available to other customers who 
could benefit by it, in which event the resulting reduction in revenues would 
result in a burden on other classes of customers. 


By the ComMISssION : 
styled cause was, after due notice, pub- 
licly heard before the Commission at 
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The above- 


its offices in Montgomery on May 27, 


1948. 
The three air bases affected have 
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been, and presently are, served natural 
gas by Alabama Gas Company, here- 
inafter designated as Alabama, under 
separate special contracts, heretofore 
approved by the Commission, which 
contracts provided for payment for 
said gas at the effective standard large 
industrial rate schedule of Alabama, 
except as hereinafter noted. Up until 
1946 said effective industrial rate was 
defendant’s “D-1” schedule which was 
of a sliding-scale commodity type. Un- 
der such schedule the user paid for the 
amount of gas used each month with- 
out regard to peak demand or load 
factor, the only limiting requirement 
being a monthly minimum of $75. On 
May 1, 1946, Southern Natural Gas 
Corporation, supplier of gas to Ala- 
bama, made effective, under order of 
the Federal Power Commission, who 
have sole jurisdiction over the rates 
and service of the sales of an inter- 
state pipe line, such as Southern, to 
customers such as Alabama, for pur- 
poses of resale to the public, a new 
schedule applicable to all gas purchased 
by Alabama. Said new Southern 
schedule provided for payment for 
firm gas partly on a peak-day de- 
mand basis and partly on a com- 
modity basis, while interruptible gas 
is payable on a commodity basis. 
Prior thereto Southern had charged 
Alabama on a commodity basis 
without reference to peak demand, 
firm gas, or interruptible gas. “Firm 
gas,” as defined in Alabama’s pres- 
ent industrial schedule, “is the maxi- 
mum quantity of noninterruptible 
gas consumer agrees to purchase and 
company agrees to deliver during any 
day.” Interruptible gas is that used by 
the customer in excess of his firm gas 
requirements on days when no or only 
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partial interruption of his gas is re- 
quired. 

Subsequent to the effective date of 
said Southern’s new schedule, Ala- 
bama filed with the Commission a re- 
vision of all its rates, said revision be- 
ing necessary, according to Alabama, 
to bring its rates, particularly those 
applicable for industrial service, in 
conformity as to general characteris- 
tics, with its purchased gas cost. These 
rates become effective for service ren- 
dered by Alabama on and after Oc- 
tober, 1946, meter reading dates. Ala- 
bama’s new large industrial rate “E-1” 
made effective at that time, provided 
a charge of 19 cents per thousand cubic 
feet of firm gas and 18 cents per thou- 
sand cubic feet of interruptible gas 
with monthly minimum requirements 
equal to the cost of fifteen days use of 
“Firm Gas” but not less than $75. 
The former rate “D-1,” as heretofore 
stated, was a sliding-scale type rang- 
ing from 30 cents per thousand cubic 
feet for the first 250,000 cubic feet to 
18 cents per thousand cubic feet for all 
over 5,000,000 cubic feet. The new 
rate affected favorably all large indus- 
trial customers who maintained good 
load factors either through consistent 
monthly use or through having stand- 
by facilities. Practically all of Ala- 
bama’s industrial customers are of this 
category except the three Army air 
fields involved in this proceeding. The 
use at these fields is largely confined 
to heating, producing a large winter 
peak use and very small use in sum- 
mer. At the time “E-1” rate became 
effective, none of the fields had stand- 
by facilities although it had been 
agreed between Alabama and the local 
Army authority at the time Alabama 
extended gas service to Gunter and 
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} T€- BCraig Fields, that such facilities would 
be installed by the government at these 

e of two fields. As all the fields had very 
Ala- large firm gas requirements, it was ap- 
| re- @parent that the new rate would sub- 
be- stantially increase their billing as they 
ma, fj were without standby facilities. The 
10se Mf government protested to the Commis- 
in sion against the use of “E-1” rate for 
Tis- § billing gas service to these fields and 
ese Mj after several conferences between the 
en- {i parties concerned, Alabama agreed to 
Oc- @ furnish and the government agreed to 
\la- Jj take such gas at the purchase price 
-1” @ paid by Alabama to Southern for a 
ded @ period of one year, from October, 
bic 1946, to October, 1947, during which 
ou- @ time it was understood that the gov- 
yas ernment would take steps to install 
nts # standby equipment at the several fields. 
of @ It was also understood that at the ex- 
75. @ piration of the temporary rate, desig- 
ore nated “F-1,” in October, 1947, that 
ig- #& rate “E-1” would become effective for 
bic @ the three fields. It was estimated that 
to on a non-interruptible firm gas basis, 
all the “F-1” rate would increase the gov- 
Ww ernment’s over-all billing about 20 per 
is- cent, whereas on the same basis, the 
od “E-1” rate would produce a 65 per 
nt cent increase. During the year where- 
d- in “F-1” rate was effective it became 
a- apparent that there would be no gov- 
is ernment appropriation for standby fa- 
ir cilities and after further conferences 
1€ Alabama agreed to install such facili- 
d ties at Maxwell and Craig fields at its 
T own expense and to provide oil at cost 
1- for use in said standby plants when in- 
e terruption was necessary. Only par- 
- tial oil standby was found economical- 
n ly practical at Maxwell and Craig, and 
I it was similarly impractical to install 
2 any material oil standby at Gunter. 
1 The government took the position that 
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even with such standby as practically 
installed, that application of “E-1” 
rate to its service would be exorbitant 
in cost, and, while they entered into 
contracts for each field providing for 
service at “E-1” rate, they included 
therein reservations wherein they re- 
tained the right to be heard by this 
Commission on the equity of such rate 
for their particular service. On March 
1, 1948, the government field a formal 
request for hearing on its complaint 
and, after several postponements for 
causes shown, such hearing was held 
on May 27, 1948, as heretofore stated. 

On hearing, the government offered 
testimony and evidence purporting to 
show, essentially, that (1) under like 
condition of service, i.e., with all firm 
gas, which is what the government 
stated they wanted, schedule “E-1” 
would jump the costs for the three 
fields from $98,414 per year under the 
old rate “D-1” to some $166,700 per 
year under rate “E-1,” (2) the pur- 
chase cost to Alabama for similar gas 
sold at rate “D-1” was about $81,000 
or a “profits spread” of about $16,732 
whereas the purchase cost of said gas. 
sold under “E-1” rate is about $124,- 
000 providing a similar “profits 
spread” ot some $42,000, (3) the “E- 
1” rate applied to the other large in- 
dustrial customers of Alabama would 
inure to their financial benefit in the 
decrease of their cost of gas, except 
two other users who would have mi- 
nor increases compared with that ex- 
perienced by the three air fields. The 
government’s witness argued that the 
“same percentage, or dollar amount 
profit spread, over present costs, 
should be maintained.” Said profit 
spread was stated to be $16,732 or 20 
per cent, percentagewise. This wit- 
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ness proposed a rate which he stated 
would provide slightly more than said 
dollar increase in profit spread. It 
was further argued by the government 
that the air field service “should not 
be classified as an industrial user, that 
we might be something comparable to 
that classification of user which would 
come under a town border situa- 
tion.” 

In answer to the complaint, Ala- 
bama introduced testimony and evi- 
dence purporting to show that (1) due 
to limitations in the supply of gas, Ala- 
bama had to restrict the firm gas de- 
mand for the three fields to the follow- 
ing amounts, viz, Maxwell field — 
2,000 thousand cubic feet, Gunter 


field—579 thousand cubic feet, and 
Craig field—752 thousand cubic feet, 
and that using these contract firm gas 
requirements the cost of gas to the 


three fields based on the latest twelve 
months’ business would be 19.3 cents 
per thousand cubic feet under rate 
“D-2” and 26.9 cents per thousand 
cubic feet under rate “E-1,” or an in- 
crease of 39 per cent where the pur- 
chase cost of said gas to Alabama in- 
creased from 16.7 cents per thousand 
cubic feet to 22.7 cents per thousand 
cubic feet or an increase of 36 per cent, 
(2) such increase in cost to Alabama 
included nothing for increased operat- 
ing and maintenance costs, particularly 
the labor portion which has increased 
40 per cent during the period, (3) 
service requirements of the air fields 
are not industrial in character but are 
of a residential and commercial type 
comparable to a large housing project 
for which service Alabama’s multiple- 
housing rate “G-1” is applicable, and 
that such rate applied to the govern- 
ment billing would greatly increase the 
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cost over the “E-1” rate application, 
(4) Alabama had tried to design an 
industrial rate which would not in- 
crease any customer but found this im- 
possible without the rate being so low 
as to place a burden on other classes of 
users, (5) the rate proposed by the 
government if applied to other indus- 
trial users would materially reduce 
revenues and be a burden on other 
classes. 

The Commission has given full con- 
sideration to the evidence and record 
in this matter. The complaint appears 
not against Alabama’s “E-1” rate for 
large industrial service but is directed 
to the use of said rate for application 
to service to the government’s three 
air fields. The record shows undis- 
putably that (1) the air fields service 
is of a residential and commercial 
character, (2) the air fields have al- 
ways been billed at Alabama’s large 
industrial service rate except as noted 
hereinabove, and (3) said industrial 
rate has been and is materially lower 
for such government service than any 
other standard rate of the company. 
The Commission is of the opinion that 
the record does not justify permitting 
the government to receive natural gas 
service at a special rate lower than that 
available for similar service rendered 
by Alabama. To permit such lower 
rate for such service would constitute 
a discrimination in favor of the gov- 
ernment, unless the lower rate were to 
be made available to other of Ala- 
bama’s customers who could benefit by 
same, in which event the resulting re- 
duction in revenues would result in a 
burden on other classes of customers. 
The fact that the government received 
an increase while certain other cus- 
tomers received decreases due to the 
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change in the industrial rate, is not a 
reason for granting the government a 
special rate. Rate changes usually do 
not affect all customers alike, and in a 
number of instances in the past some 
customers have received reduced bills 


while others have been increased, due 
to a necessary rate change. 

The Commission, therefore, finds 
that the complaint of the United States 
of America in this cause should be and 
is hereby dismissed. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Sharpsville Telephone Company 


No. 20634 
July 22, 1948 


C= to telephone company to show cause why permit or 
franchise should not be revoked; ordered that company shall 
not have exclusive right or authority to serve. 


Service, § 123 — Duty to serve. 


1. A public utility has a high responsibility to render adequate public service 
in return for the monopolistic privileges granted to it under the law, and a 
regulatory body should not be required to constantly police a utility or to 
keep it under constant or frequent surveillance in order to see that orders 


are obeyed, p. 192. 


Monopoly and competition, § 41 — Forfeiture of monopolistic privileges — In- 


adequate service. 


2. A public utility which has regarded its responsibilities lightly, rendered 
inadequate service, and ignored complaints of patrons and orders of the 
Commission or been unable to carry out such orders, and to render reasona- 
bly adequate service, forfeits its exclusive right to serve the territory, p. 192. 


APPEARANCES: Max E. Hosea, In- 
dianapolis, and John S. Powell, In- 
dianapolis, for the respondent; Troy 
N. Hutto, Attorney at Law, Tipton, 
in intervention on behalf of certain 
patrons of company; Glenn R. Slenk- 
er, Public Counsellor, for -the public. 


By the Commission: On June 3, 
1948, this Commission approved an 
order alleging that the respondent 
company had failed to render adequate 
and satisfactory service to its patrons 
and to the public; that previous or- 
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ders of this Commission entered after 
public hearings on complaints filed 
against the respondent requiring the 
respondent. company to do certain 
things had not been complied with, and 
that the Commission was of the opin- 
ion that the respondent would never 
be able to render satisfactory service, 
by reason of all of which facts, the re- 
spondent was cited to appear before the 
Commission in the Rooms of this 
Commission on June 22, 1948, at the 
hour of 10 a. m., Central Daylight 
Saving Time, to show cause if any it 
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had why its franchise or permit to op- 
erate as a telephone utility in the terri- 
tory now served by it should not be 
revoked. 

Pursuant to notice given by publi- 
cation in two newspapers printed and 
circulated in the county in which is 
located the main office and principal 
place of business of the respondent 
company, together with personal no- 
tice addressed to the company by reg- 
istered U. S. mail with return receipt 
requested and other notices to other 
interested parties as provided by law, 
said matter was heard at the time and 
place above mentioned with appear- 
ances as above noted. 

The question was raised by counsel 
for respondent but not strongly urged 
as to the right of the Commission to 
“shift the burden of proof” to the re- 
spondent company under a show cause 
order of this kind, counsel contending 
that the duty of the Commission is 
to first make investigation and there- 
upon make such order as may be prop- 
er and necessary in the premises after 
public hearing as otherwise provided 
by law. 

The jurisdiction of the Commission, 
however, to conduct this hearing was 
not challenged and the procedure was 
not further questioned. 


Max E. Hosea, whose appearance 
as counsel for the respondent com- 
pany is above noted, appeared and tes- 
tified as a witness stating that he is 
president and general manager of the 
company, that he owns the majority 
of the stock and has owned the same 
since the year 1939. He testified gen- 
erally that he had advanced money 
from his own funds to keep the com- 
pany in operation, that he had re- 
ceived no salary or other income there- 
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from since 1945, that there had been 
no rate increase for the company since §j; 
1939, 

He further testified that the capital 
structure of the company consists of §; 
authorized common stock amounting 
to 150 shares of the par value of $50 
per share, of which stock the witness 
owns 144 shares. 

The evidence presented by other 
witnesses shows that the plant was in 
fair condition in 1939 at which time 
the present ownership took possession; 
that at that time there were 208 sub- 
scribers, and that there are now 376. 

The evidence further shows that the 
respondent company has kept no satis- 
factory books or records, and that it 
has made no periodical reports to this 
Commission since the calendar year 
1945 as is required. 

Respondent’s Exhibit No. 1 which 
was admitted into evidence and pur- 
ports to be a balance sheet as of De- 
cember 31, 1947, shows as assets tele- 
phone plant in service in the sum of 
$16,772.51 and materials and supplies 
of $154.12 neither of which item has 
changed in amount since the year 
1939. This exhibit further shows as 
assets, cash in bank of $5.09, and ac- 
counts receivable of $375. As liabili- 
ties, this exhibit shows a reserve for 
depreciation in the sum of $8,134.21 
which was admitted to be a book en- 
try only; accounts payable of $681.60 
and taxes accrued of $1,944.44. The 
statement of liabilities further show a 
“paid in surplus” of $6,750 and an 
earned surplus showing a deficit of 
$7,728.54. At this point, on a ques- 
tion directed from the bench to re- 
spondent’s witness, the witness stated 
categorically that the respondent com- 
pany was and is insolvent. The figures 


190 












































quoted above would indicate that this 
is sO. 

Respondent’s Exhibit No. 2 shows 
a net operating loss for the year end- 
ing December 31, 1945, of $1,042.94; 
or 1946 $593.24; for 1947 $604.43 
and for the first four months of 1948 
of $350.03, indicating that no im- 
provement in the finances of the com- 
pany in the future based on its past ex- 
perience could be reasonably expected. 

The evidence further shows that the 
lineman employed by respondent has 
had less than two years’ experience 
and that he is sometimes assisted by a 
boy on Saturdays as a part-time help- 
er. The evidence further shows that 
the lineman and operators are paid by 
checks drawn not on the respondent 
company but on the Hope Telephone 
Company which is another company 
also owned by Max E. Hosea. There 
is evidence that many of the patrons 
have complained from time to time of 
bad service which occurs most fre- 
quently in windy or rainy and bad 
weather. There is evidence that some 
of the subscribers have been out of 
service on the average of one day per 
week and that rural subscribers have 
had to drive to town to transact their 
business because of bad telephone serv- 
ice. Other evidence indicates that 
some of the subscribers have been out 
of service for as long as five weeks as 
recently as the spring of 1948. The 
evidence was that generally the service 
of the company was good until about 
1941 since which time it has grown 
worse and has not been improved. 

There is evidence that the poles are 
too short, in many cases being only 15 
feet in height, and that many of the 
wires are in the trees, or hanging on 
bare crossarms or broken insulators. 
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The evidence further shows that 
pursuant to complaints filed, this 
Commission on October 17, 1945, in 
Docket No. 17459, and after a public 
hearing, ordered the respondent to 
make certain improvements to the 
plant, all of which is more specifically 
set out in said order. 

That subsequently thereto, and pur- 
suant to further complaints this Com- 
mission on January 8, 1948, in Docket 
No. 19675, and after public hearing, 
found after investigation that the re- 
spondent had not complied with the 
requirements of the order in Docket 
No. 17459 and again entered an order 
requiring the respondent company to 
do certain additional things to im- 
prove the service rendered its patrons. 

Thereafter the engineering depart- 
ment of this Commission, at the direc- 
tion of the Commission, made certain 
further investigations of the respond- 
ent’s plant to determine if either of 
said orders had been, or were being 
complied with, and on May 26, 1948, 
the chief engineer submitted a detailed 
written report of his findings in Dock- 
ets 17459 and 19675. This report was 
introduced and admitted into evidence 
as Public’s Exhibit No. 1. This re- 
port, among other things, states that: 

“The bracket lead off the main leads 
are for the most part in a deplorable 
condition. On most of these lines, it 
will be necessary to completely rebuild 
them as poles are missing, short poles 
are broken and cannot be reset. Wires 
are down on fences, wires are being 
held up by brush and trees and many 
of them have very few insulators. 
When these lines are rebuilt it will be 
necessary to remove all trees and 
brush. 


“To date, the engineering depart- 
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had why its franchise or permit to op- 
erate as a telephone utility in the terri- 
tory now served by it should not be 
revoked. 

Pursuant to notice given by publi- 
cation in two newspapers printed and 
circulated in the county in which is 
located the main office and principal 
place of business of the respondent 
company, together with personal no- 
tice addressed to the company by reg- 
istered U. S. mail with return receipt 
requested and other notices to other 
interested parties as provided by law, 
said matter was heard at the time and 
place above mentioned with appear- 
ances as above noted. 

The question was raised by counsel 
for respondent but not strongly urged 
as to the right of the Commission to 
“shift the burden of proof” to the re- 
spondent company under a show cause 
order of this kind, counsel contending 
that the duty of the Commission is 
to first make investigation and there- 
upon make such order as may be prop- 
er and necessary in the premises after 
public hearing as otherwise provided 
by law. 


The jurisdiction of the Commission, 
however, to conduct this hearing was 
not challenged and the procedure was 
not further questioned. 


Max E. Hosea, whose appearance 
as counsel for the respondent com- 
pany is above noted, appeared and tes- 
tified as a witness stating that he is 
president and general manager of the 
company, that he owns the majority 
of the stock and has owned the same 
since the year 1939. He testified gen- 
erally that he had advanced money 
from his own funds to keep the com- 
pany in operation, that he had re- 
ceived no salary or other income there- 
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from since 1945, that there had been 
no rate increase for the company since 
1939, 

He further testified that the capital 
structure of the company consists of 
authorized common stock amounting 
to 150 shares of the par value of $50 
per share, of which stock the witness 
owns 144 shares. 

The evidence presented by other 
witnesses shows that the plant was in 
fair condition in 1939 at which time 
the present ownership took possession; 
that at that time there were 208 sub- 
scribers, and that there are now 376. 


The evidence further shows that the 
respondent company has kept no satis- 
factory books or records, and that it 
has made no periodical reports to this 
Commission since the calendar year 
1945 as is required. 

Respondent’s Exhibit No. 1 which 
was admitted into evidence and pur- 
ports to be a balance sheet as of De- 
cember 31, 1947, shows as assets tele- 
phone plant in service in the sum of 
$16,772.51 and materials and supplies 
of $154.12 neither of which item has 
changed in amount since the year 
1939. This exhibit further shows as 
assets, cash in bank of $5.09, and ac- 
counts receivable of $375. As liabili- 
ties, this exhibit shows a reserve for 
depreciation in the sum of $8,134.21 
which was admitted to be a book en- 
try only; accounts payable of $681.60 
and taxes accrued of $1,944.44. The 
statement of liabilities further show a 
“paid in surplus” of $6,750 and an 
earned surplus showing a deficit of 
$7,728.54. At this point, on a ques- 
tion directed from the bench to re- 
spondent’s witness, the witness stated 
categorically that the respondent com- 
pany was and is insolvent. The figures 
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quoted above would indicate that this 
is SO. 

Respondent’s Exhibit No. 2 shows 
a net operating loss for the year end- 
ing December 31, 1945, of $1,042.94; 
for 1946 $593.24; for 1947 $604.43 
and for the first four months of 1948 
of $350.03, indicating that no im- 
provement in the finances of the com- 
pany in the future based on its past ex- 
perience could be reasonably expected. 

The evidence further shows that the 
lineman employed by respondent has 
had less than two years’ experience 
and that he is sometimes assisted by a 
boy on Saturdays as a part-time help- 
er. The evidence further shows that 
the lineman and operators are paid by 
checks drawn not on the respondent 
company but on the Hope Telephone 
Company which is another company 
also owned by Max E. Hosea. There 
is evidence that many of the patrons 
have complained from time to time of 
bad service which occurs most fre- 
quently in windy or rainy and bad 
weather. There is evidence that some 
of the subscribers have been out of 
service on the average of one day per 
week and that rural subscribers have 
had to drive to town to transact their 
business because of bad telephone serv- 
ice. Other evidence indicates that 
some of the subscribers have been out 
a of service for as long as five weeks as 
recently as the spring of 1948. The 
evidence was that generally the service 
of the company was good until about 
1941 since which time it has grown 
worse and has not been improved. 

There is evidence that the poles are 
too short, in many cases being only 15 
feet in height, and that many of the 
wires are in the trees, or hanging on 
bare crossarms or broken insulators. 
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The evidence further shows that 
pursuant to complaints filed, this 
Commission on October 17, 1945, in 
Docket No. 17459, and after a public 
hearing, ordered the respondent to 
make certain improvements to the 
plant, all of which is more specifically 
set out in said order. 

That subsequently thereto, and pur- 
suant to further complaints this Com- 
mission on January 8, 1948, in Docket 
No. 19675, and after public hearing, 
found after investigation that the re- 
spondent had not complied with the 
requirements of the order in Docket 
No. 17459 and again entered an order 
requiring the respondent company to 
do certain additional things to im- 
prove the service rendered its patrons. 

Thereafter the engineering depart- 
ment of this Commission, at the direc- 
tion of the Commission, made certain 
further investigations of the respond- 
ent’s plant to determine if either of 
said orders had been, or were being 
complied with, and on May 26, 1948, 
the chief engineer submitted a detailed 
written report of his findings in Dock- 
ets 17459 and 19675. This report was 
introduced and admitted into evidence 
as Public’s Exhibit No. 1. This re- 
port, among other things, states that: 

“The bracket lead off the main leads 
are for the most part in a deplorable 
condition. On most of these lines, it 
will be necessary to completely rebuild 
them as poles are missing, short poles 
are broken and cannot be reset. Wires 
are down on fences, wires are being 
held up by brush and trees and many 
of them have very few insulators. 
When these lines are rebuilt it will be 
necessary to remove all trees and 
brush. 

“To date, the engineering depart- 
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ment has not been furnished copies of 
the orders for materials as ordered in 
No. 1 above. 

“It is my opinion that the property 
of the Sharpsville Telephone Company 
is not in a condition now to give suf- 
ficient and adequate telephone service. 
To put this property in good condition 
within a reasonable period of time, it 
will require a cable man and probably 
some new cable and a line crew of more 
than two men, together with all the 
necessary materials.” 

The evidence in this case shows that 
the respondent over a period of years 
has failed and now fails to render 
proper and adequate service to its 
patrons, and the Commission so finds. 

There is evidence that a carload of 
poles has been acquired and is at the 
Sharpsville plant, that wire and cross- 
arms, together with some other ma- 
terial, have also been acquired and 
that some work has been done to im- 
prove the plant since the filing of the 
show cause order. 

There is also evidence that the re- 
spondent, since the filing of said show 
cause order, has paid the charges in- 
curred by the Commission in Docket 
No. 19675 in the sum of $176.55 as 
ordered on January 8, 1948, and the 
Commission so finds. 

It has been the experience of this 
Commission with the respondent com- 
pany that the respondent has not taken 
steps to improve its plant or service 
except sporadically, and then only af- 
ter the investigation of complaints, the 
conduct of hearings, the writing of 
orders and further investigation of and 
warnings by the Commission. 

It is our opinion that no regulatory 
body should be required to constantly 
police a public utility, or to keep such 
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utility under constant or frequent sur- 
veillance in order to see that its or- 
ders are obeyed, thus necessarily tak- 
ing time from other matters of equal 
importance. 

[1] This Commission is of the 
opinion that a public utility has a high 
responsibility to render adequate pub- 
lic service in return for the monopo- 
listic privileges granted to it under the 
law. When such utility fails, refuses 
to, or is unable to render such service, 
it should forfeit its exclusive right to 
operate in such territory. The public 
interest is paramount. 

[2] The Commission is of the fur- 
ther opinion that the respondent in 
this cause has regarded its responsi- 
bilities lightly. It has either ignored 
the complaints of its patrons and the 
orders of this Commission or has been 
unable, by reason of its financial con- 
dition as above briefly referred to, or 
for other reasons, to carry out such 
orders and to render reasonably ade- 
quate service. In either event, it is 
the belief and opinion of this Commis- 
sion that the respondent by reason of 
the facts above set out, has forfeited its 
right to exclusively serve the territory 
it is now and has been serving. 

It is therefore ordered by the Pub- 
lic Service Commission of Indiana 
that on and after the date of this order, 
the respondent shall not have an ex- 
clusive right or authority to serve in 
the territory now served by it. 

It is further ordered that the re- 
spondent within twenty days from this 
date pay into the Treasury of the state 
of Indiana through the Secretary of 
this Commission the following costs: 


Enginee 
Publication of Legal Notices 
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A digest of information on new construction by pri- 
vately managed utilities; similar information relating 


to government owned utilitie 


Ss; news concerning prod- 


ucts, supplies and services offered by manufacturers ; @ Ar ee | 
also notices of changes in personnel. 


Cleveland Elec. Illum. Spending 
$70,000,000 on Construction 


HE CLEVELAND ELectric ILLUMINATING 
CoMPANy expects to spend nearly $70,- 
000,000 during 1948 and 1949 on construction. 
Expenditures during 1948 will amount to 
about $30,000,000. Plans for next year, in- 
volving an additional $40,000,000, include a 
180,000 kilowatt increase in the company’s 
power production capacity and substantial ad- 
ditions to transmission and distribution sys- 
tems and other facilities. 


Public Serv. of N. M. Has Large 
Program Underway 


Ts Pusiic Service CoMpANy oF NEw 
Mexico plans expenditures of nearly $2,- 
000,000 on an improvement program for Santa 
Fe within the next two years, Malcolm C. 
Heffelman, vice president and Santa Fe divi- 
sion manager announced recently. 

Included is a new power plant and two miles 
of new water supply mains. 

Of a $1,864,000 outlay, Heffelman said. the 
electric division would get about $1,164,000 
and the water division about $259,000 in 1949; 
in 1950, the division would be: electric, ap- 
proximately $183,000, and. water, $142,000. 


New Engineering Firm Formed 


Oe of a new engineering firm— 
Boddy-Benjamin Associates, Inc.—has 
been announced by Fred A. Boddy, Max W. 
Benjamin, and Frederick H. Potz. This new 
firm, with offices in the Detroit building, 2210 
Park avenue, Detroit, is equipped to render 
complete architectural and engineering services 
on industrial, commercial and public buildings, 
or industrial and public utility power plants. 

All three principals in the firm are well 
known registered architects and engineers. Mr. 
Boddy was vice president and chief engineer 
of the H. E. Beyster Corporation from 1941 
to 1948. He supervised design and construc- 
tion of plants for Bendix Aviation Corpora- 
tion, U. S. Rubber Company, and Aviation 
Copeman. He was assistant chief mechani- 

—— for Fisher Body Division of Gen- 
a tors for 10 years and was employed by 
Merritt-Chapman & Scott Corporation for 
three years. 

Mr. Benjamin, a specialist in power house 
design, was with The Detroit Edison Company 
for 19 years, the last five years as steam power 
engineer. He also is former head of the steam 
power department of H, E. Beyster Corpora- 
tion. He is the author of numerous technical 


articles’ on power house operation and design. 

Mr. Potz was architect-in-charge for Al- 
bert Kahn, Inc., for 22 years, during which 
time he designed plant additions for Ford, 
General Motors, Curtiss-Wright, and Westing- 
house. He also is gary head of the archi- 
tectural department of H. E. Beyster Cor- 
poration. 


Ford Adds Two New F-3 
Parcel Delivery Chassis 


HE Forp Moror Company recently an- 

nounced the addition of two new F-3 
Parcel Delivery chassis of the forward control 
type to its already expanded line of motor 
trucks. The chassis are supplied with grille, 
windshield, front quarter windows, easy-access 
engine cover, and tilting driver’s seat. Accord- 
ing to the manufacturer, any competent body 
builder can easily add roof, floor, side, an 
rear panels, with doors and interior fittings de- 
signed to suit the user’s particular require- 
ments. No relocation of controls or other chas- 
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ofen your Penn-Union Catalog 
--=-you'll find what you 


need in the complede line 


The wide variety offered in the 
Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment .. . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


CONDUCTOR FITrrTing S 








sis conversion by the body builder is nece 
sary. 
The new chassis were designed especi ail 
for users in any kind of trucking requiris 
large load space in multi-stop delivery servi 
and are offered in 104 and 122. inch wheelb 
lengths. 


Consumers Power Spending 
$90,000,000 on Construction 


(Somsumnes Power CoMPANY is spendi 
$90,000,000 on new construction to me 
an expanded demand during the two-year p 
riod ending December 31, 1949. 

The program involves completion of f 
fourth unit, with nameplate rating of 50, 
kilowatts capacity, and of the fifth and six 
units, with nameplate ratings of 60,000 kik 
watts each, at the John C, Weadock steam 
electric generating plant near Bay City. Tot 
cost of the project will be $20,300,000 includin 
associated substations and connecting trans 
mission lines, 

Also in the program is the new B. C, Cob 
steam-electric plant near Muskegon with in 
tial installations, including three units of & 
000 kilowatts each, which with other facilitid 
will cost $26,200,000, 


New England Gas & Elec. Asso 
Enlarging Expansion Program 


Ew EncLanp Gas & Execrric Associa 
TION plans to spend another $25,000,00 
for plant additions and improvements betwee 
now and the end of 1952, Floyd D, Campbel 
president, announced recently. 
This will compare with $16,000,000 spen 
for the purpose since the end of 1945. 


G-E’s 1948 Turbine - Generatog 
Production Tops All Records 


(GENERAL Etectric’s production of larg¢ 

turbine-generators for electric utilitie 

during the past year exceeds production o 

any previous year by more than 1,000,000 kw 
i the announcement, 


a ew year in the company’s I dowd 

In all, 65 units with a total generating ca 
pacity of approximately 2,932,000 kw 
average of about 45,000 kw. per unit—were 
(or, by January 1, will have been) produce 
in the Schenectady plant, he declared. 

This more than doubles, in Pata the 
plant’s 1947 production of 1,200,000 kw., whe 
34 units with an average rating of 35,800 kw 
were turned out. 

In addition to the 1948 record output at the 
Schenectady plant, smaller units produced at 
the Lynn River and Fitchburg, Mass. Works 
represent an output of 650,000 kw 

Construction was started during the year o 
two 3,500-kw. gas turbine power plants for land 
installation. Oklahoma Gas and Electric Com 
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We try to prevent wrong numbers, too! 


A truck is a wrong number if it doesn’t fit 
the job. It’s a wrong number if it isn’t 
rugged enough for the job. It’s a wrong 
number if it can’t be easily serviced. 
Here’s what we do to make sure you don’t 
get any wrong numbers when you buy In- 
ternational Trucks: We give you— 


1. The right truck for the job: Whatever 
your utility job may be, International has a 
truck specialized to go right down the line 
with you. There are 22 basic International 
models, 1,000 truck combinations in Inter- 
national’s complete truck line. Gross weight 
ratings range from 4,400 to 90,000 pounds. 


2. The truck that’s built right for the job: 
These “Standard of the Highway” trucks are 
built to more than meet exacting specifica- 
tions for your exacting work. They have 
enough ruggedness in ’em to take routine 
work in stride. And they have éxtra rug- 


gedness so they'll stand up in an emergency. 


3. The right set-up for truck service: Inter- 
national’s 4700 conveniently located Deal- 
ers and 170 company-owned Branches 
throughout the country make up America’s 
largest exclusive truck service organization. 
It puts International precision-engineered 
parts and International factory-trained me- 
chanics within easy reach of every Interna- 
tional owner in the United States. 

A service set-up like that, standing be- 
hind a complete, ruggedly built line of 
trucks, should be right down your alley. 
You can find out easily—just call your 
nearest International Dealer or Branch and 
ask him to lay the facts right on the line for 
you—soon! 


Tune in James Melton 
and “Harvest of Stars,” 
CBS, Wednesday evenings 


NTERNATIONAL “+ TRUCKS 


MOTOR TRUCK DIVISION « INTERNATIONAL HARVESTER COMPANY © CHICAGO 
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pany will operate one of these with natural 
gas as fuel and will use the exhaust gases to 
heat boiler feed-water. 

The 3,500-kw. unit for Central Maine Power 
Company will be oil-fired and will be installed 
in an existing station to replace a 2,000-kw, 
1800-rpm steam unit. 

Two 5,000-kw. high efficiency gas turbine 
power plants for the Public Service Company 
of Oklahoma will utilize natural as fuel. 
Also on order, for the Bangor Hydro Electric 
Company, is a 5,000-kw., high efficiency unit 
similar to these, but oil-fired. 

The 5,000-kw. gas turbines are the largest so 
far ordered for utility service in the United 
States. They will utilize intercooling and re- 
generative heat-transfer surfaces to recover 
waste heat. Mr. Belanger said it is expected 
that the fuel ‘economy of these plants will be 
competitive with steam plants of equal size. 

During 1948, the first turbine to operate at 
1050 F, a 100,000-kw., 3600-rpm, tandem com- 
pound, triple-flow unit, went into service in 
the Sewaren Station of Public Service Elec- 
tric and Gas Company, New Jersey. The tur- 
bine has eight points of steam extraction for 
feed-water heat, three of which are inside the 
exhaust connection to the condenser. 

In commenting that General Electric expects 
to continue its record rate of turbine produc- 
tion, Mr. Belanger pointed out that the move- 
ment of manufacturing equipment from the 
old turbine facilities to the company’s new 
20-acre, 30 million dollar turbine building at 
Schenectady already is under way. 





is ‘Improved Sherman 
ARMOR ROD CLAMPS 


Made of special silicon aluminum 
alloy. Exceptionally high tensile 
strength and corrosion resistance. No. 
R-101 has pure copper liner in small 
groove. Large groove for #6 to 1/10 
ACSR over armor rods. Write for 
Bulletin 25. 


H. B. SHERMAN MFG. CO. 
Battle Creek, Mich. 


Catalogs and Bulletins 


Locke Rural Manual 


UBLICATION of a new Rural Manual con- 
taining characteristics and dimensions of 
all Locke pole line hardware, insulators, and 
associated materials for rural transmission and 
distribution projects, has-been announced by 
Locke Incorporated, Baltimore, Maryland. In 
addition, the manual includes distribution and 
transmission drawings and bills of material. 
Copies of the new Rural Manual may be ob- 
tained by writing the merchandising r, 
Locke Incorporated, P. O, Box 57, Baltimore 
3, Maryland. 


Corrugated Steel Sheet Piling 

+o L. B. Foster Company, steel ware- 
housers, Box 1647, Pittsburgh 30, Penn- 

sylvania, has published a new six-page bro- 

chure completely describing Foster’s new light- 

weight interlocking corrugated steel sheet pil- 


ing. 
The brochure contains five different and 
complete cross-sectional views, with dimen- 
sions, of the light-weight interlocking corru- 
gated sheet steel piling, A physical character- 
istics chart, discussion of the economies and 
advantages in using this type piling, and 23 
suggested applications are also included. 
Copies are obtainable by writing for folder 
F-110 A to any one of the following Foster 
offices: Pittsburgh 30, Pennsylvania; New 
York 7, New York; Chicago 4, Illinois ; Hous- 
ton 2, Texas; San Francisco 4, California. 


Crawler Tractors 


N a series of colorful new mailing folders, 

the Industrial Power Division of Interna- 
tional Harvester Company presents design and 
performance details on four International 
Diesel crawler tractors. 

The folders describe the International TD-18 
of 80.5 drawbar horsepower, the 57-horse- 
power TD-14, and the TD-9 and TD-6 models 
of 39 and 29.5 drawbar horsepower. 

Profitable work applications of each are 
spotlighted in job shot illustrations. Sectional 
views of the tractors reveal engineering con- 
struction details developed to increase opera- 
tional economy and efficiency. Exclusive Inter- 
national design features of the Diesel engines 
are also described and shown, Complete speci- 
fications of each tractor are given. 

Folders may be obtained on request from 
the International Harvester Company, 180 
North Michigan avenue, Chicago 1, Illinois. 


Personnel Changes 


Burns and Roe, Inc. 


|, p= AND Rog, Inc., engineers and con- 
structors of power plants, has announced 
that Felix A. Mulgrew has been appointed to 
its business department in an executive capac- 
ity. 

Mr. Mulgrew was formerly connected with 
the New York office of the Trundle Engineer- 
ing Company of Cleveland. 
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DIVIDED FURNACE WITH 


CENTER WATER WALL. 


The divided furnace with a CENTER 
WATER WALL? is a development first 
introduced by Springfield Boiler Co., for 
large central station installations. It has 
application where gas temperatures 
entering the first pass and superheater 
must be limited to prevent slagging. It 
enables a unit to stay on the line longer 
before shutting down for maintenance 
and cleaning. — 

The divided furnace construction has 
been highly dependable and successful 
in service. It is adaptable to any kind of 
firing. Springfield offers it on both bent 
tube and straight tube boiler designs. 


CONVENTIONAL FURNACE 


Pees eonesas FURNACE WITH CENTER WATER WALLS 


These diagrams show how the center water wall made it possible for Springfield to 
reduce the height of furnace 22% on one 350,000 Ib. pulverized coal fired unit 
in addition to securing some 90° lower temperature at the first pass. Ask for 
information on this and other modern installations. 
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“Pittshurghs’ Store Modernization Carave 


A store-lighting show IN TWELVE ACTS 


HEN the curtains part on this unique presentation 
“Pittsburgh,” you'll witness one of the best merchz 
dising shows in many a year. For the Pittsburgh Store Ma 
ernization Caravan—comprising twelve scale-models of d 
tinctive store designs . . . presents the latest advances in sta 
front and interior designs; the most modern lighting teq 
niques. Each model is complete in every detail. Actual sto 
conditions are simulated in miniature. Exteriors, windo 
interiors, lighting are faithfully and accurately reproduce 
A 12-act show-on-wheels, the Pittsburgh Caravan will vi 
practically every important center in the country. This to 
will cover many months, so advance publicity will tell yq 
of its appearance locally. When it reaches your city, you a 
caedialle invited to attend this novel and worthwhile exhib 
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“PITTSBURGH 


STORE FRONTS AND INTERIORS 
G 


PAINTS + GLASS * CHEMICALS * BRUSHES «+ PLASTICS 
Pitia@eoeR GH _ a a ee own AS SD COMPANY 
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push - button 
control 


The prompt, glide-smooth door action is possible 
sheer magic the way you can shave manpower because the Kinnear interlocking-slat steel curtain 
es and plug profit drains at doorways with Kin- lifts vertically and coils compactly above the lintel. 
r Steel Rolling Doors. A split-second and mere Openings remain completely clear. All surrounding 
er-tip pressure are all the time and effort needed floor and wall space is usable. This tough, flexible, 

seabt. or bap thebs doors equipped with reseed all-metal door protector withstands years of weather 
nnear Motor Operators. Any number of push- repent iarenlucer tom Re ; 

tton stations can be placed at strategic points— For a better check-rein on profit leaks in plant 
operation, rely on efficient, economical Kinnear Steel 
Rolling Doors. Built any ‘size, for installation in 
old or new buildings. Write for more facts today. 


door jamb for on-the-spot operation and else- 
here for step-saving remote control. And any 
umber of doors can be operated from‘a single 
ation, 


e KINNEAR MANUFACTURING CO. [iesyeeaneteaiinnarlganey 


Pair! 20860 (fren, Coenen 1S, Cat INNEAR 


1742 Yosemite Avenue, San Francisco 24, California <Ys wis DOO k 
Gites ‘nad : in Principal . LOLLING DOORS | 
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ARE YOU WITH THEM? They’re top officers of lead- 
ing U.S. businesses. As the U.S. Treasury’s Industrial 
Advisory Committee, they’ve personally promoted U. S. 
Savings Bonds all year. Sponsored the Payroll Savings Plan 
in their own companies. Made speeches, wrote letters, 
boosted the Plan in hundreds of other companies. The ben- 
efits to companies, employees, and nation are great. Is your 
company getting the most out of the Plan? Call your State 
Director, U. S. Treasury Savings Bonds Division. 


The Treasury Department acknowledges with appreciation the publication of this message by 


Pusiic Utiziries ForTNIGHTLY 


This is an official U.S. Treasury advertisement prepared under the auspices 
: of the Treasury Department and the Advertising Council. 
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Only Dodge Builds 
Job Kaled  Vrucks 


You'll save money with a truck that’s 
built to fit your job. A truck that’s too 
big, will waste gas and oil. Or, if it’s 
too small it won’t stand up . - main- 
tenance costs will be excessive. >. Dodge 
“Job-Rated” trucks save valuable 
time, too, simply by keeping out of 
the repair shop. They save time, 
. because each truck is engineered with 


exactly the right one of 7 different 
truck engines . . . the right chassis 
units throughout to haul a specific 
load, over specific roads, with time- 
saving efficiency. And naturally, a 
truck that fits the job . . . lasts longer! 
Ask your Dodge dealer to show you 
the right ‘‘Job-Rated’’ truck to fit your 
job . . . save you money! 
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You'll profit from these NEW features, too! 


New “‘cross-steering,” with shorter wheelbases 
that accommodate full-size bodies, enables you 
to turn in much smaller circles. You can park, 
back into alleys or up to loading platforms with 


CONVENTIONAL LEFT TURN <n 


much . greater ease. Front 
axles have been moved back 
and engines forward. More 
of the load is on the front 
axle ... giving much better 
weight distribution. Com- 
bined with wider tread axles, 
longer springs, and “Air-O- 
Ride”’ seats you get a mar- 
velous new “‘cushioned ride.”’ 


DODGE A%e¢" TRUCKS 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » » 








Tae American Arppraisat Company 


ORIGINAL COST STUDIES e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


F4 Ford, Bacon & Davis 
58D VALUATIONS Engineers conarelaenon 


REPORTS 
NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 
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Need for greater flexibility in utility financ- 
ing, 637 

New edition of Turner’s “Financial Statis- 
tics of Public Utilities,” 376. 

Problems of the transit companies, 431. 


on and prospects of the gas industry, 
11. 


Recent new money financing, 561. 

Relation of security regulation to market 
timing, 28. 

Ruling factors behind today’s utility financ- 
ing problems, 278. 

Sale of utility common stocks through war- 
rants, 703. 

Sound-color film for financing, 120. 

Trends in utility financing, 106. 

Why big prospectuses, 563. 


FLOODS, 
Keeping utility service up in flood emer- 
gency, 722. 
Reply to suggestion of flood waters in Ten- 
nessee valley, 364. 
— Eee flood control pays off in Ohio, 


FOREIGN UTILITIES, 
Federal financial aid to foreign public util- 
ities, 769, 857. 


FREE ENTERPRISE, 
Modern business interpreted, 379. 


GAS, 

AGA publications, 519. 

Chart showing gas sales, revenues, and net 
income, 513. 

Facing facts in the gas industry, 681. 

Federal Power Commission regulation, 603. 

Financial progress and prospects, 511. 

Flaring of natural gas, 523. 

Gas research produces results, 493. 

Middle West gas tangle, 227. 

Movie angles in big construction job, 486. 

Natural gas price.and supply, 521 

Navy tackles marsh gas synthetic, 505. 

N — for amendments to Federal Power Act, 
92 


Oil and gas industries in defensive position 
with new Congress, 806. ; j 

Pattern for gas nationalization in Britain, 
183. 


Recent rise in rates, 552. 

Synthetics in place of natural fuels, 499. 

Table showing recent financial data on com- 
pany stocks, 49, 309, 437, 565. 

The Federal Power Commission—and nat- 
ural gas, 585. 

Underground gasification of coal, 750. 

Underground storage of gas, 481. 

Washington’s century of gas light, 241. 

Well-planned service changeover to natural 
gas, 467. 

What the AGA convention hopes to accom- 
plish, 465. 


GOVERNMENT, 
See also Public Ownership. 
Building a strong America, 114. 

Federal administration committed to more 
and bigger public power projects, 801. 
Federal financiat aid to foreign public util- 

ities, 769, 857. 
Hoover board blués, 667. 
Unions can’t do business with, 86. 


GREAT BRITAIN, 
British coal industry—first year under pub- 
lic ownership, 819. 
Pattern for gas nationalization, 183. 


HOLDING COMPANIES, 
Progress of holding company integration, 
Table showing recent financial data for prin- 
cipal electric holding company stocks, 113, 
239, 378, 518, 680, 816. 


HOUSE ORGAN, 
House organ growing up, 77. 


INFLATION, 
Impact of inflation on utility earning re- 
quirements, 560 


“Signposts to inflation,” 303. 


INSURANCE, 
See Life Insurance. 
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PUBLIC UTILITIES FORTNIGHTLY INDEX 


INTERCONNECTION, 
By electric grid system, 201. 
Domestic and foreign power study, 311. 


INTERCORPORATE RELATIONS, 
Change in AT&T license fee urged by com- 
missioners, 41. 


INTEREST, 
Restriction on use of interest fund paid back 
to reclamation bureau on unamortized 
power project investment, 38. 


INVENTIONS, 
Around and about—new wrinkles, oddities, 
and amenities in connection with utility 

service, 664. 


INVESTMENT, 
See also Securities. 
Taxes absorb risk capital, 314. 


LABOR, 
See also Employees. 
Health and retirement benefits for utility 
employees, 343 
Missouri’s antistrike law, 204. 
The worker speaks, 817 
“—" can’t do business with government, 


LEGISLATION, 
= state legislatures affecting utilities, 


Box score for 80th Congress, 169. 

N | for amendments to Federal Power Act, 
5 

New Federal power policy wanted, 333. 

Oil and gas industries in defensive position 
with new Congress, 


LIFE INSURANCE, 

Companies must be permitted to buy utility 
stocks to help finance construction pro- 
gram, 673. 

Insurance company holdings of utility securi- 
ties, ; 

Investment in utility securities, 278. 


MAIL, 
Air mail costs, 21. 


MANAGEMENT, 
“Meet the press,” 119. 


MISSOURI, 
Antistrike law, 204. 
River basin and its development, 444. 


MOTION PICTURES, 
Movie angles in big construction job, 486. 


MUSIC, 
On busses and streetcars, 406. 


NATIONAL DEFENSE, 
Defense agencies concerned about power sup- 


ply, 7. 
Relationship of power industry to, 135. 


NATIONALIZATION, 
“Hate-the-boss” line of argument of state 
socialism, 3. 
— for gas nationalization in Britain, 


NATIONAL SECURITY RESOURCES 
BOARD, 
Big plans of NSRB, 167. 


NATURAL GAS, 
See Gas. 


NEWSPAPERS, 
“Meet the press,” 119, 


NEW YORK, 
— public power project, 99, 228, 


NITROGEN, 
Nitrogen removal project, 505. 


ODDITIES, 

Around and about—new wrinkles, oddities, 
and amenities in connection with utility 
service, 664. 

OHIO, 
Single saree flood control pays off in Ohio, 


PENSIONS, 
Analysis of pension plans, 120. 


PIPE LINES, 
See also Gas. 
Movie angles in big construction job, 486. 


POLITICS, 
Oil and gas industries in defensive position 
with new Congress, 806. 
Political opportunity for businessmen, 382. 


PRICES, 

“Signposts to inflation,” 303. 
PROSPECTUSES, 

Why big prospectuses, 563. 
PUBLICITY, 


See Advertising. 


PUBLIC OWNERSHIP, 

British coal industry—first year under pub- 
lic ownership, 819. 

Federal administration committed to more 
and bigger public power projects, 801. 

New Federal power policy wanted, 333. 

New public power plans, 808. 

Shasta power controversy, 11. 

Siege of private utility control in South 
Carolina, 784. 


PUBLIC RELATIONS, 
Aid to communities, 182. 
“Better service’”—not “public relations,” 850. 
Movie angles in big construction job, 486. 
“ae and news on busses and streetcars, 


PUBLIC UTILITIES FORTNIGHTLY 


PUBLIC RELATIONS—continued 

Policy of conducting tours of plants and 
offices for customers, 249. 

Special dramatizations of annual report of 
instruction of company supervisors and 
benefit of investors, 359. 

Tell them the facts, 443. 

Utility advertising, 380. 


PUBLIC UTILITIES, 

Aid to communities, 182. 

American Bar Association news relating to 
Public Utility Law, 573 

Annual report for employees, 752. 

Annual reports, additional comments on, 244. 

Annual reports—pictures or no pictures, 170. 

Around and about—new wrinkles, oddities, 
and amenities in connection with utility 
service, 664. 

Billions for constrtiction, 43. 

Coming year in regulation, 575. 

“Hate-the-boss” line of argument of state 

socialism, 3. 

Individualism or no, 754. 

Legislative proposals affecting, 219. 

“Meet the press,” 119. 

New edition of Turner's “Financial Statis- 
tics of Public Utilities,” 376. 

Special dramatizations of annual report of 
instruction of company supervisors and 
benefit of investors, 359. 

The house organ growing up, 77. 

What the state Commissioners aré thinking 
about, 881. 


RADIO, 
Mobile telephone problem, 844. 
New streetcar serenade, 406. 
Radio phone regulation, 103. 
Television prospects, 243. 
Westinghouse pushes stratovision, 300. 


RAILROADS, 
Government reparation cases against the 
railroads, 581. 


RATES, 

Air mail costs, 21. 

Changing concepts of valuation for rate mak- 
ing, 316. 

Current developments in electric rate mak- 
ing, 620. 

Current developments in rate-making for 
communications, 614. 

Current developments in transit rate mak- 
ing, 

Electric rate patterns for residential serv- 
ice, 654. 

Recent rise in rates for gas and electricity, 


Selling the public the need for higher trans- 
it rates, 419. 
Summary of state regulation, 560. 


RECLAMATION, 

Restriction on use of interest fund paid back 
to reclamation bureau on unamortized 
power project investment, 38. 

Truman mans the reclamation ptimps, 37. 


RECORDING, 
Telephone conversation recording is started, 
301. 


REGULATION, 
American Bat Association néws relating to 
Public Utility Law, 573. 
Coming year in regulation, 575. 
i@ process concept under administrative 
law, 794. 
Summary of state regulation, 560. 


REPARATION, 
Government reparation casés agaitist the 
railroads, 581. 


REPORTS, 
Additional comiments on annual repoftts, 244. 
Annual report for employées, 752 
Pictures or fo pictures, 170. 
Special dramatizations of annual report for 
insttiiction of company supervisors and 
benefit of investors, 359. 


RESEARCH, 
Gas research producés frésults, 493. 


REVENUES, 
See Tables. 


RIVERS, 
Sée Waterways. 


RURAL SERVICE, 
Public utilities take a hand at rtral de- 
velopment, 647. 


ST. LAWRENCE WATERWAY, 
Néw look for St. Larry, 99. 
New York plans for development, 228. 
New = St. Lawrence public power proj- 
ect, b 


SECURITIES, 
Chart showing historical trend of utility 
financing, 743. 
Comparative performances of Dow-Fones 
stock price averages, 715. 
Competitive bidding exemption—fight over, 


Continued difficulties with preferred stock 
firiancing, 371. 

Customer ownership of public utility securi- 
ties, 147. 

Dividends—the key to value, 545. 

Electric utility stecks better than ever, 286. 

Financing costs, 233. 

Forecasting 1948 earnings, 371. 

— company holdings of utility securi- 


s, 563. 
‘So “Samet Hartt’s utility ratios, 516. 
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PUBLIC UTILITIES FORTNIGHTLY |INDEX 


SECURITIES—continued 

Life insurance companies must. be permitted 
to buy utility stocks to help. finance con- 
struction program, 673. 

Need for greater flexibility in utility financ- 
ing, 637. 

New edition of Turner’s “Financial Statis- 
tics of Public Utilities,” 376. 

Problems of the transit companies, 431. 


—— and prospects of the gas industry, 
11. 


Recent new money financing, 561. 
Recent utility financing, 812. 


ee and the equity capital problem, 


Relation of security regulation to market 
timing, 28 

Ruling factors behind today’s utility financ- 
ing problems, 278. 

Sale of utility common stocks through war- 
rants, 703. 

Special dramatizations of annual report of 
instruction of company supervisors and 
benefit of investors, 359. 

= of utility studies by Wall Street firms, 
375. 


Table showing average holdings of preferred 
shares per stockholder, 149. 

Table showing distribution of assets of life 
insurance companies, 675 

Table showing new money financing by elec- 
— utilities, and adjusted capital ratios, 


Table showing principal public offerings of 
utility securities, 48, 240, 564. 

Table showing recent ‘financial data for prin- 
cipal electric holding company stocks, 113, 
239, 378, 518, 680, 816 

Table showing recent Ae data for — 
cipal electric operating company s 
112, 238, 377, 517, 679, 815. 

Table showing recent financial data on gas 
company stocks, 179, 309, 437, 565. 

Table showing recent financial data on tele- 
phone, transit, and water companies, 310, 
438, 749 

Table ag sales of gested notes or sink- 
ing-fund debentures, .64 1, 

Table showing sales of unsecured debentures 
convertible into common, 645. 

Table showing securities, with dividend 
rates, price ‘to company, price to public, 
and points spread, 151. 

Table showing summary of computation .of 
revenue requirements to attract new equity 
capital, 720. 

Taxes absorb risk capital, 314. 

Trends in utility financing, 106. 

we Street views on utility securities, 175, 


Who owns the AT&T, 539. 
Why big prospectuses, 563. 


SERVICE, 

Better service—not “public relations,” 850. 

Demands for telephones still increasing, 751. 

Keeping cowey. service up in a great flood 
emergency, 

Mobile telephone ‘problem, 844. 

Well-planned service changeover to natural 
gas, 467. 


SHORTAGES, 
Defense agencies concerned about power sup- 
ply, 93 
Shasta power controversy, 11. 


SOCIALISM, 
“Hate-the-boss” line of argument of state 
socialism, 3 


SOUTH CAROLINA, 
Siege of private utility control in South 
Carolina, 784. 


STATES, 
Bills in state legislatures affecting utilities, 


Summary of state regulation, 560. 


STOCKS, 
See Securities. 


STORAGE, 
Underground storage of gas, 481. 


STRATOVISION, 
Westinghouse pushes stratoyision, 300. 


STREET RAILWAYS, 
See Transportation. 


STRIKES, 
Missouri’s antistrike law, 204. 


SYNTHETICS, 
In place of natural fuels, 499. 
sNavy tackles marsh ;gas synthetic, 505. 


TABLES, 

Accomplishments of plans for conservation 
and use of water resources, 

AT&T shareholders, 540, SAL, 542. 

Comparative performances of Dow-Jones 
stock price averages, 715. 

Current utility statistics and ratios, 559, 747. 

Customer ownership of public utility securi- 
ties, 149 

Distribution of assets of life insurance com- 
panies, 675 

Earnings of certain ‘transit companies, 434, 

List of selected loans and credits made avail- 
able for forei facilities by the 
U. S. Export-Import ‘Bank, 781. 

New money financing by electric utilities, 
and adjusted capital ratios, 109. 

Principal public offerings of utility securi- 
ties, 48, 240, 564. 
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TABLES—continued 

Recent financial data for principal electric 
ree J company stocks, 113, 239, 378, 518, 
680, 8 

Recent inde data for principal electric 
operating company stocks, 112, 238, 377, 
517, 679, 815. 

Recent financial data on gas company stocks, 
49, 179, 309, 437, 565 

Recent financial data on telephone, transit, 
= water companies, 50, 180, 310, 438, 
49, 

Sales of serial notes or sinking-fund deben- 
tures, 641. 

Sales of unsecured debentures convertible 
into common, 

Security issues, with dividend rate, price to 
oon. price to public, and points spread, 
151 


Stockholder purchases of utility common 
stocks through exercise of warrants, 705. 

Summary of computation of revenue require- 
ments to attract new equity capital, 720. 

Utility studies by Wall Street firms, 375. 


TAXES, 
Absorb risk capital, 314. 
City taxes on public utilities, 441. 
Excess profits taxes, whether to return, 809. 
Income taxes should be readjusted to in- 
crease flow of individual savings into in- 
dustry, 676. 


TELEPHONES, 

Change in AT&T license fee urged by com- 
missioners, 41. 

Chart showing recent financial data, 180. 

Commissioner advises independent telephone 
companies, 248. 

Demands for telephones still increasing, 751. 

Mobile telephone problem, 844 

New capital for independent telephone com- 
panies, 184. 

Table showing recent financial data on tele- 
phone, transit, and water companies, 50, 
310, 438, 749. 

— conversation recording is started, 


Who owns the AT&T, 539. 


TELEVISION, 
See Radio. 


TENNESSEE VALLEY AUTHORITY, 
Reply to suggestion of flood waters in Ten- 
nessee valley, 


TRAFFIC, 
Fluid city of the future, 399, 


TRANSPORTATION, 
= showing transit operations and income, 





TRANSPORTATION—continued 
Current developments in rate making, 629. 
F —_— problems of the transit companies, 


Fluid city of the future, 399. 

New booklet of transit facts, 439. 

New streetcar serenade, 406. 

Sale of transit service by the single line, 413, 

Selling the public the need for higher transit 
rates, 419 

Table showing earnings of certain transit 
companies, 434. 

Table showing recent financial data on tele- 
phone, transit, and water companies, 50, 
180, 310, 438. 

Transit problems, 686. 


UNDERGROUND STORAGE, 
Underground storage of gas, 481. 


UNIONS, 
Unions can’t do business with government, 
86. 


VALUATION, 
Changing concepts for rate making, 316. 


WARRANTS, 
Sale of utility common stocks through, 703. 


WASHINGTON, 
Century of gas light, 241. 


WATER, 
Table showing recent financial data on tele- 
phone, transit, and water companies, 
180, 310, 438: 


WATER POWER, 

Federal administration committed to more 
and bigger public power projects, 801. 

N = for amendments to Federal Power Act, 

New York St. Lawrence public power proj- 
ect, 99, 728. 

Restriction against use of interest fund paid 
back to reclamation bureau on unamortized 
power project investment, 38 


WATERWAYS, : 
Reply to suggestion of flood waters in Ten- 
nessee valley, , 
wr pm flood control pays off in Ohio, 
69, 159. 
Table showing accomplishments of plans for 
conservation and use of water resources, 
803. 


The big Missouri, 444. 
Truman mans the reclamation pumps, 37. 


WORLD BANK, 
Federal financial aid to foreign public util- 
ities, 769. 
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‘Add to Your Profits by Saving on Maintenance!” 





The annual bi!! to industry for loss by rust is $6,000,000,000. 





You contribute a share to this waste if you fail to protect all 
rustable metal ix your buildings, power lines, structures, etc. 
Rust-Oleum Rust Preventives will help you to achieve greater 
net profits by a sharp reduction in the cost of maintenance of 
exterior and interior metal surfaces which rust. 


You profit by using Rust-Oleum. It saves labor four ways— 
1. Less preparation is required. 2. Can be applied 25% faster. 
3. Covers 40% more area per gallon. 4. Depending on condi- 
tions under which it is used, Rust-Oleum outlasts ordinary 
materials two to ten times. 


All these savings contribute to increased profits. Rust-Oleum 
adds extra years of life to buildings and equipment. 








Distributors in Principal Cities 


to stop rust. We'll gladly send 2457 Oakton St t, Evanston, Iilinoi 
a copy to all utility officials. ; 


"es 
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